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1958 1959 1960 - 1961 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart) 133.3 161.1 141.7 143.3r 142.6* 
PRODUCTION 
Steel tadet (hous: OF PONS). 6.o< sicive c0ccc ves ccseccvccecoeses ss ewane as 2,032 2717 1,103 1,499r 1,466 
el ee eee Srp Ap Se er ee eT 125,558. --173,231 86,497 94,155r 95,973 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $58,797 $72,602 $75,480 $66,635 
Electric power (millions of kilowatt-hours).........sccccccccsccccscces js 10,819 14,313 13,956 14,817 15,361 
Crude oil and condensate (daily av., thous. of bbls.)........ssecceeeeeces 2 6,536 7,136 7,173 7,216 7,198 
Bituminous coal (daily av., fhous. Of Tons)......ceccecccccccccvcsevese ‘ 1,455 1,442 1,258 1,304r 1,180 
Paperboard (tons) ....ssscccccees ccetevescvecsescctsecccascseccsces. “A en. Soca ae om 
TRADE 
Carloadings: miscellaneous and I.c.1. (daily av., thous. of cars)........eee. “— 70 59 46 50 48 
Carloadings: all others (daily av., thous. of Cars)........sscceccccecceces 47 39 32 36 34 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 113 319 129 107 
Business failures (Dun & Bradstreet, nuMbEer)....cccccescccccccccccccscs 198 281 276 340 400 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100).......seeeeee ee 89.2 94.9 86.0 86.8 87.2 
Foodstuffs, daily index (BLS, 1947-49 = 100).......ccccccccccccccccees . 90.5 72.1 75.8 77.5 78.3 
Print cloth (spot and nearby, yd.).........cccccscccccccccccccccccees ‘ 19.8¢ 23.0¢ 17.5¢ 17.5¢ 17.5¢ 
Finished steel, index (BLS, 1947-49 = 100).....cccecccccccccccccscces ; 143.9 186.8 186.2 186.2 186.2 
Scrap steel compesite (Iron Age, ton).......sccccccccsccecsccccccccose $36.10 $42.17 $31.17 $31.50 $31.83 
Copper (electrolytic, delivered price, E&MJ, Ib.)......ccececccccccccces — 32.394¢  33.785¢  30.000¢ 29.000¢  29.000¢ 
Aluminum, primary pig (U. S. del., E&MJ, Ib.)........cceccccccccccccces 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc (U. S. del., E&MJ, Ib.).......005 i tt 24.32¢ 23.04¢ 22.97¢ 22.99¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.).......seeeees ‘ $2.34 $2.08 $2.03 $2.04 $2.04 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.).........0. . 34.57¢ 31.93¢ 30.14¢ 30.14¢ 30.17¢ 
Wool tons (Boston, 10). sccc0csccccecedeccecssecssrcweuewsedeccesncns $1.96 $1.83 $1.65 $1.65 $1.68 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)......eee- taheee 31.64 56.17 58.02 60.20 61.50 
Medium grade corporate bond yield (Baa issue, Moody’s)........+++00. ones 3.59% 5.36% 5.09% 5.11% 5.11% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ 2-2%% 4%% 3%% 3% 272% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks...........eeeees ive tt 62,122 61490 61,527 61,955 
Total loans and investments, reporting member banks.............se0- = tt 102,276 110,416 108,781 108,417 
Commercial, industrial, and agricultural loans, reporting member banks.... tT 30,559 33,042 32,534 32,232 
U.S. Gov't guaranteed obligations held, reporting member banks........ oe tt 26,679 30,165 30,270 30,631 
Total federal reserve credit outstanding. ..........cccccccesceccecccs i 26,424 27,370 29,358 28,471 28,545 
WONG SIGE. 63s Sewesictas sicv cae syw seen kKevsuee soeeeeresewerskbaneeun 21,879 19,454 17,767 17,505 17,441 
1953-55 Y Month Latest 
MONTHLY FIGURES OF THE WEEK Jonss Yor = Month hata 
Private expenditures for new construction (in millions) ...........-January.......00. $2,390 $2,870 $3,130 $2,751 
Public expenditures for new construction (in millions).............. January........ a $980 $943 $1,353 $1,080 
Manufacturers’ inventories (seasonally adjusted, in billions)....... December......... ‘ $45.2 $52.4 $54.0 $53.7 
Manufacturers’ new orders (seasonally adjusted, in billions)....... December......... = $24.3 $30.7 $29.0 $29.6 
Manufacturers’ sales (seasonally adjusted, in billions)........... December........ ce $24.8 $30.8 $29.3 $28.9 
Domestic air cargo (express, freight, millions of ton miles A.T.A.)...November........0. 22.5 36.0 43.9 39.7 
* Preliminary, week ended January 28, 1961. r Revi 


tt Not available. Series revised. 


8 Be yom ‘Latest Week’ on each series on request. 
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READERS REPORT 
Second Thoughts 


Dear Sir: 

An article appeared [BW—Jan. 
7°61,p68] concerning the Stude- 
baker-Packard Corp. [in which I 
was quoted]. This was before I 
had met Sherwood H. Egbert, 
[S-P’s new president]. 

. . . After a number of meet- 
ings with him, I do think now that 
things are shaping up well. . 

it is very pleasing to see how 
well Egbert is going about making 
his presence felt. I am not just 
referring to press publicity, but in 
his handling of men and the mak- 
ing of sound plans. He has many 
things to his advantage for making 

1is a success. 

He is a tireless worker. A doer. 
Ie has seemingly unlimited en- 
ergy. For a man who doesn’t ac- 
tually go to work until February 
6th, he really is putting in hours 
of time now. He seems to be get- 
ing results. 

He is a leader. People respect 
him. They will follow by his do- 
ing. To the ones who won’t come 
willingly, he is strong enough (and 
big enough, 64”) to make darn 
sure they will. 

He thinks. That goes both for 
getting down to the reasons for a 
problem and also for not going off 
half-cocked on ideas. He is 
“pruning” excessive expenses and 
manpower. 

He is experienced in business. 
Actually he is putting into action 
the very things I would have done. 
I do believe he is doing them 
better. 





D. Ray HALL 
PRESIDENT 
GRAVELY TRACTORS, INC. 
DUNBAR, W. VA. 


R & D Abroad 


Dear Sir: 

While we found your report, 
“The Flow of U.S. Research Over- 
seas” [BW—Dec.31’60,p76], inter- 
esting, we should like to take issue 
with your generalization that it is 
quite difficult for an American 
company to have research done in 
Europe. 

Such difficulty may perhaps be 
encountered by the American com- 
pany uninitiated in foreign re- 
search operations and unfamiliar 
with European business procedures. 
However, it has been our experi- 
ence, having established a research 
and consulting branch in London 
specifically to conduct and manage 
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The most important piece of equipment in the office is the chair. The chair 
holds the worker while other equipment holds the work or processes the 
work. Office workers spend most of the working day in their chairs — actu- 
ally one-third of their lives! These people need proper seating. Specially 
designed Harter chairs fit them better so they feel better, think better and 
do better work. 

See a specialist for your seating needs — your Harter dealer. See his 
“Harter Seating Center” for the widest selection of office chairs made today. 
And, regardless of your budget, you can buy a Harter model that meets the 
exacting requirements of every job. 








For the name of your nearest Harter dealer and free full-color literature 
just clip this coupon, attach your name and letterhead, and mail to: 
HARTER CORPORATION, 211 Prairie Avenue, Sturgis, Michigan 


Canada: Harter Metal Furniture, 139 Cardigan St., Guelph, Ont. Mexico: Briones-Harter, S. A. Lago Iseo 96, Mexico 17, O. F. 











SPECIALISTS IN SEATING AND SEATING ONLY FOR OVER 30 YEARS 





research programs in Europe for 
U.S. organizations, that any num- 
ber of private, governmental, and 
educational facilities are available 
to perform both basic and applied 
research and development. 

Our efforts to locate additional 
laboratory facilities for specific re- 
search and/or development proj- 
ects have resulted in a most en- 
thusiastic response by extremely 
capable British organizations. . . . 

J. W. RIZIKA 
PRESIDENT 
NORTHERN RESEARCH & ENGINEER- 
ING CORP. 
CAMBRIDGE, MASS. 


Ladder of Success 


Dear Sir: 

The article, “What Makes Col- 
lege Recruiting Go Wrong” [BW 
—Jan.14°61,p70], raises some ques- 
tions in my mind because it is so 
contrary to my somewhat exten- 
sive experience in personnel man- 
agement and my brief experience 
as the acting director of a college 
placement bureau. 

Dr. Odiorne, University of 
Michigan, is quoted as saying that 
recruiting will be for just two 
categories—plain employees and 
crown princes. Don’t most com- 
panies recruit for positions in the 
lower levels of their organization? 
And doesn’t the recruit then have 
to climb to the rank of crown 
prince by demonstrating his ability 
and merit? Is it Dr. Odiorne’s 
position that a recruiter, on_ the 
basis of a college record and a 
half hour interview, can spot a 
potential president for his com- 
pany? 

I agree that trained recruiters 
should be more effective than those 
who are untrained, but the statis- 
tics given in this article do not 
furnish very conclusive support for 
this principle. .. . 

Then there is the student whose 
conduct during an interview is 
governed by his “DIP” rating of 
the recruiter. Obviously this stu- 
dent arranges for a number of in- 
terviews. Does he accept the first 
job offer he receives? On the con- 
trary, he delays acceptance until 
he has had the opportunity to 
make comparisons and _ then 
chooses what he deems the most 
attractive among the offers made 
to him. Doesn’t it occur to this 
“mighty canny and mature” young 
man that, conversely, the recruiter 
would like to delay making definite 
job offers until he has had an op- 
portunity to make comparisons. . . . 

P. E. WAKEFIELD 
STEWARTSVILLE, N. J. 
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SERVICE 


Sift from the winter winds all the hopeful straws you can; you still 
can’t make January results look like much. You have to look past January 
and past February, too. 

But, then, who expected anything handsome in January? Nor will Feb- 
ruary be any great shakes either. If February can about hold even with 
January, however, that might prove the most hopeful straw of all. 


You’re getting evidence that inventory liquidation in manufacturing has 
about reached the limit unless end demand tumbles. 

Steel output has turned up, if ever so slightly. Every day you hear 
steelmen grumbling about rush orders frora customers who have let their 
stocks run down below the danger point. 

Even at retail, you run into spot shortages. Manufacturers, trying to 
fill in the chinks, can’t get quick delivery from suppliers. 


Don’t look to the official figures on manufacturers’ inventories to prove 
that the “adjustment” is over. 

The last report, hot off the presses, brings you no closer to date than 
end-December. And it shows inventories, particularly in durable goods, 
running off just about as fast as ever. 

Take your soundings in the field (BW—Jan.28’61,p40); there things 
look better. 


Purchasing agents, reporting to their national association, for the first 
time in months list a substantial improvement in the proportion of com- 
panies experiencing an upturn in new orders. 


They still are in a minority, 24% of those reporting. But they were 
17% in December, and this is the first turn for the better since August. 


And what happens if this improvement in new orders is sustained? 


Production will be stepped up—and, perversely, inventories will go 
down faster than ever. That’s because inventories can’t be replenished as 
fast as finished goods leave shipping platforms. 


Even now, 18% of the purchasing agents are stepping up their buying 
so as not to get caught short; a month ago, it was only 13%. 


Optimism in Wall Street (page 84), which has resulted in the stock market 
averages regaining two-thirds of the 1960 loss in the last three months, isn’t 
necessarily forecasting an immediate business upturn. 


Yet investors’ sentiment is dominantly confident. They see defense 
business bolstering the outlook, general activity following. 


Steel’s recovery in January, small as it was, was gratifying. 


And February’s tonnage, even though it is estimated at no more than 
January’s 6%4-million, will represent a little further improvement because 
the gain will be accomplished with three fewer days to work. 


Some steel companies don’t even ‘cel the improvement. Yet they all 
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find some growth in demand—if autos are left out of it. And this growth 
holds extra promise, for it is almost across the board. 


Structural steel has felt about as little lift so far as any major product. 
Fourth-quarter new orders lagged conspicuously. 


Yet even here, if you allow for the miserable December-January 
weather, the outlook isn’t entirely bleak. The exceptional 22% year-to-year 
rise in December construction contracts reported by F. W. Dodge Corp. 
clearly indicates better things for structurals. 


That’s true particularly because the gain in December contracts was 
disproportionately weighted toward non-residential and heavy engineering 
projects. 


Here’s one further bone for steel to gnaw on (even though it may 
not be too rich and meaty): Exports of steel mill products pulled sharply 
ahead of imports in the second half of 1960. 


Output of electric power last week was at a new record, 642% higher 
than a year ago. Even more startling, it violated all the rules governing 
seasonal performance in topping the December peak week. 


Such a late-January rise to above late-December levels would be 
encouraging indeed if it could be credited to rising industrial demand. But 
in this case it looks to be bad weather and space-heating needs. 


Auto output will have to go up sharply in March if the industry is to 
reach the goal originally set for the first quarter. 

January output was short of 420,000, and the February schedule calls 
for only 430,000. Thus it would require 600,000 or more next month to 
bring the three-month total to the projected 1,450,000. 


Even so, March would be 50,000 short of the year-earlier outturn. 


Looking at the unhappy side of auto output (not counting the way it 
has slowed steel deliveries against orders placed earlier by the auto com- 
panies), late January was running under 100,000 cars a week. That compares 
with 175,000 a year earlier, 1960’s best period. 


Even here there is an alibi, of course: The industry was rushing a year 
ago to make up volume lost through strike-imposed steel shortages. 


If you’re from Missouri, you’ll believe this (but who excepting a Mis- 
sourian would have seen it coming?): The Show Me State passed California 
and Wisconsin to take second place in 1960 auto output. 


Very little but discouraging news will appear on unemployment in the 
weeks ahead. But there may be crosscurrents developing; the deterioration 
may not be so steady as it looks in the over-all totals. 


In the week covering mid-January, those drawing unemployment com- 
pensation in Ohio dwindled (by more than the number simply exhausting 
eligibility). In Michigan that week, as you would expect, there was a rise. 
Contents copyrighted under the general copyright on the Feb. 4, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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New Electronic Secretary’ Phone Answering Set 
takes messages for you 24 hours a day 


Here’s an economical new device to keep your business going—and growing— 
around the clock. 

If you are sometimes out of your office during the day, the new Electronic 
Secretary Set answers every call in your voice, records the message and plays 
it back when you return. No missed calls, no lost business. You can also use 
it to extend your service to nights, weekends, and holidays. 

A single set can handle up to two hours of message time. One food distributor 
handles 4,000 orders per day with a battery of these sets. There are models to 
fit every need, including making announcements. And all this for a modest 
monthly rental that goes on your phone bill. 

If you would like more information on how the Electronic Secretary Set can 
help your business, call your telephone company, or send coupon today. 


FLECTRONIC SECRETARY 


Subsidiary of 


GENERAL TELEPHONE & ELECTRONICS \EB2 


Electronic Secretary Answering Sets are 
so useful. ..so versatile: Take sales 
orders, business reports, reservations, 
mairtenance reports, complaints, sugges- 
tions, emergency calls, news items, want 
ads, loan applications, police reports—any 
call at all for any size business. 


TEAR OUT, MAIL TODAY! 











eeeeseeoeeeeeeeeeeeeeeeeeereeneeaeene 
. . 
e Electronic Secretary Industries, Inc. 
a Dept. 13 > 
° Waukesha, Wisconsin e 
r Please send me free booklet on the new 
‘ Electronic Secretary Answering Set. a 
° Name . 
. a 
ss Firm = 
= . 
. 7 
re Address ° 
a s 
° City__ cee SS eee « 
. + 
+ — 


WUGIROAN LIDBAMIED 


ae 


AAESE YY Gane fag 
























Report on Electrical Modernization cst ms sens 











Electricity tied this box—and 
2400 like it—for just pennies a day* 


Today electricity does thousands of jobs for 
less—from computing the most complex business 
statistics to tying packages like this. 

Electricity opens and closes doors, types travel 
tickets, molds and weighs 2,100 hamburgers 
in just 1 hour. It runs the conveyor belt, e) 


PAC), 


*At Empire State Cleaners, Dyers & Launderers, New York City 


By employing more of the talents of electricity, 
stores, offices and plants in all 50 states have saved 
time and costs—and increased sales, production, 
efficiency and profits. And better lighting and elec- 

trically-powered teaching aids have speed- 
ed learning in schools and colleges. 
How can more up-to-date use 





efficient lighting, heating, purifying 


of electricity make your operation 





figures the payroll, powers the most mR) 
Pry’ _| 





and cooling systems ever known. 
No wonder more and more busi- 


_ : 
~ more profitable? First, think about 








nesses, schools and institutions are 





ne it yourself. Then why not see what 
ey an electrical expert can suggest? No 











; > 
taking steps to modernize electrically. p. 
4 ly 





Y 
Ya 


obligation, of course. 


Call your electrical contractor, electrical league or power company 


This series is published by National Wiring Bureau, 155 E. 44 St., New York 17, a non-profit organization dedicated to better understanding and utilization of tne benefits of electricity. 
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The Outlines of a Program... 


. . TO FIGHT THE RECESSION 


More unemployment pay. New federal aid 
to stretch out payments—repaid from higher 
employer taxes. 

Increased Social Security payments by earlier 
retirement for men and increased benefits. 

More food for unemployed. 

Minimum wage increase to $1.25 by steps, 
with expanded coverage. 

Depressed areas help in loans and grants 
and a food stamp plan. 

Faster public works spending. 

More housing and construction, with new 
spending and _ incentives. 

Plant investment incentives—perhaps a tax 
deduction for spending over amortization allow- 


ance. 
Speed-up in veterans’ life insurance refunds. 


... TO CATCH UP ON NATIONAL NEEDS 


New housing and urban affairs program 
under new Cabinet department. 

Federal aid to education for building public 
schools and colleges; plus more help for basic 
research. 

Better medical care for aged under Social 
Security; help for more hospitals, nursing 
homes, dentists, doctors. 


.. . TO DEAL WITH BALANCE OF PAYMENTS 


Steps to persuade Allies to shoulder more of 


defense costs. 
Promotion of exports by new guarantees, 


financing. 





Cut in tax incentives to invest abroad, curb 
on customs advantages. 

Measures to attract foreign investment and 
travel to U.S. 


. . TO MEET DEFENSE NEEDS 

Boosts—already ordered—in airlift capacity, 
Polaris subs, entire missile program. 

Reappraisal—in the works, to be completed 
by end of month—of all military weapons, 
strategy, organization. 


. - . TO IMPROVE FOREIGN RELATIONS 

For underdeveloped areas, a new approach 
to foreign aid, long-term commitments. 

For Food for Peace program, setting up of 
world food reserves. 

For Latin America, $500-million for develop- 


ment fund. 
For a new overseas peace corps, mobilization 
of skilled people of all ages to help needy 


countries. 

For Eastern Europe, more discretionary power 
for President in economic dealings. 

For Soviet relations, increased U. S.-Soviet 


cooperation. 


. » . TO FURTHER ARMS CONTROL 
Development of new proposals under Ken- 
nedy’s direction. 


. . . TO PROMOTE PEACEFUL USE OF SPACE 


Invitation to Soviet Union and others to co- 
operate on weather and communications satel- 


lites. 


Kennedy Moves — Cautiously 


advisers had expected. In the clash of 





Pres. John F. Kennedy came to grips 
this week with the first of the great 
challenges his Administration faces: 
the problem of how to “get the coun- 
try moving again.” 

In a flurry of conferences at the 
White House with legislative leaders, 
his Cabinet, and economic advisers, the 
President marshaled their ideas on the 


nation’s most urgent problems. At a 
Cabinet meeting, he asked each in turn 
to define his most critical problem and 
his suggestion for meeting it. 

It is evident that the new President 
means to move vigorously in a number 
of directions. But it also is evident that 
for a while at least he will be consider- 
ably more cautious than some of his 


ideas and suggestions that have been 
urged upon him, the more moderate 
seem to have won his approval. In the 
carly days of his Administration, he has 
decided to propose a series of limited 
steps rather than a sweeping program. 
« Dark Picture—In his State of the 
Union appearance before the joint 
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TREASURY Secy. Douglas Dillon (left), Under Secy. Henry H. Fowler (center), and powerful tax legislator Wilbur D. Mills (right) 
urged Kennedy to be cautious about such vigorous anti-recession stimulants as a tax cut. They argued: Wait and see what figures on 
March or April show; an upturn may be here by then. Kennedy accepted their advice. 


session of Congress, Kennedy put the 
issue flatly: The American economy is in 
trouble. Recovery from the 1958 
recession has been ‘‘anemic and incom- 
plete.” A million unsold automobiles 
are in inventory. Unemployment is at 
an intolerably high peak. Forecasts of 
only slightly reduced unemployment 
through 1961 and 1962 have been 
made with alarming unanimity. 

And, Kennedy pledged, “this Admin- 
istration does not intend to stand 
helplessly by.” 

Around the world, he said, the 
problems are more critical than even 
he realized before he took office on 
Jan. 20. “The tide of events has been 
running out and time has not been our 
friend,” he said. 
¢ Follow-Up—The President outlined 
in general terms early in the week what 
he intended to do. He promised that 
within two weeks he would send mes- 
sages on all his proposals. Three days 
later he laid down a set of quick moves 
to pump money into the economy in 
hopes of speeding recovery. 

Taken together, the State of the 
Union and economic messages were an 
ittempt to achieve a sense of urgency 
in the face of an obvious intention in 
Congress not to move too swiftly. 
¢ Objections—Republican _ legislative 
leaders denounced Kennedy for “run- 
ning the country down,” painting too 
bleak a picture, and whipping up a crisis 
that docsn’t exist. A statement by five 
members of the House Republican pol- 
icv committee saw the message as a 
“shabby attempt” to force through wild 
spending programs. 

Some felt that Kennedy is talking a 
worse recession than he is proposing 
remedies for. If things are as bad as 
Kennedy says, they reasoned, he should 
be recommending more drastic meas- 
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ures. They noted that for the most part 
his remedies seemed to be “easy stuff” 
—mostly a slight step-up in welfare or 
construction spending already estab- 
lished. 


|. Priority Prescription 


At his Wednesday news conference, 
Kennedy gave some direct—and in some 
cases reluctant—answers to questions on 
economic issues he and his advisers have 
been considering for weeks. 

He said a tax cut to end the busi- 
ness slump is not justified “at this 
time.” He said he will take another 
look “‘in two or three months” to see 
if further anti-recession measures are 
necessary. 

He said he would recommend revenue 
increases to bring in income equal 
to those Eisenhower recommended— 
equivalent to about $1.8-billion. These 
include $843-million in postal rates, in- 
creases in gasoline excises, and the like. 
Kennedy said he might have different 
recommendations, but he would ask 
enough to bring in the same amount 
of money. 

Significantly, the first of the many 
legislative messages that Kennedy prom- 
ised is aimed at domestic economic dull- 
ness rather than at world problems. 
This is what Kennedy prescribed in 
that first message: 

e Extend unemployment ‘compen- 
sation to workers who have exhausted 
their benefits. Money for this will be 
advanced from the ‘T'reasury. But Ken- 
nedy wants it paid back later by increas- 
ing from $3,000 to $4,800 the maxi- 
mum wage on which employers are 
taxed for the fund. 

¢ Increase Social Security benefits 
to pump more money into the economy 
the first vear. Specifically, Kenedy 


would lower retirement age for men 
from 65 to 62, though with reduced 
benefits (as is now done for women); 
increase widows’ benefits; increase 
monthly minimums to those without 
full coverage. 

¢ Declare an immediate refund for 
holders of GI life insurance policies 
instead of paying each policyholder on 
his anniversary date. In addition, the 
Veterans Administration will review its 
reserves to see if an extra refund can 
be paid later. 

e Speed placement of contracts 
for procurement and_ construction 
throughout the federal government 
(page 17)—defense projects, roads, pub- 
lic works. 

e Grant tax incentives for spend- 
ing on new plant and equipment, close 
tax “loopholes,” repeal the 4% divi- 
dend tax credit. 

e Stimulate housing construction 
by lowering maximum permissible in- 
terest rates for FHA loans from 53 to 
54%, passing an emergency increase in 
funds for government purchase of hous- 
ing mortgages by the Federal National 
Mortgage Association. A more gen- 
eral housing program including urban 
renewal and public housing will follow. 

¢ Enact quickly the depressed 
areas legislation already under consid- 
eration by the Senate Banking & Cur- 
rency Committee. 

e Hold short-term interest rates 
relatively high while seeking to lower 
long-term rates. This would strengthen 
the government’s ability to keep dollars 
—and hence gold—at home, at the same 
time making business investment less 
costly. Kennedy said that this could 
be accomplished only with the close co- 
operation of all governmental agencies 
concerned. The Treasury and the Fed- 
eral Reserve Board, he said, already are 
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working together to further effective 
debt management and monetary policy. 

These measures are only Kennedy’s 
immediate prescription. He intends to 
follow up shortly with measures for 
meeting what he considers to be long- 
neglected national needs: federal aid to 
school construction, health care for the 
aged under Social Security, an increased 
minimum wage. 


ll. Subtle Pump Priming 


Significantly, Kennedy's anti-reces- 
sion program is not one that involves 
going to Congress for big new appro- 
priations. ‘There are no WPA-type 
spend -for-the-sake-of-spending items. 
With his acceleration of procurement 
and construction projects, he is making 
maximum use of funds already appropri- 
ated by Congress out of earlier budgets 
(page 17). This puts money into circu- 
lation faster than waiting for new appro- 
priations—and at the same time speeds 
work on such weapons as Polaris sub- 
marines and missiles. 

Kennedy is drawing on reserves in the 
GI insurance fund. He is pumping out 
money through the Social Security fund 
that will eventually be made up through 
increased payroll tax. His officials claim 
the same principle applies to his method 
of extending unemployment compen- 
sation. Whatever extra money Fanny 
Mae is able to pump into the housing 
market will come from bond issues, not 
from Treasury appropriations. 
¢ Something for Everyone—The eco- 
nomic package also demonstrates the 
political approach of a President 
schooled in the classroom of the House 
and Senate. There is something in the 
package for evervbody, a bit of sweets 
to offset each dash of bitters. Those 
who will be lobbving for the package 
in order to get their particular share 
through Congress—include Social Secu- 
rity recipients, veterans, voung families 
in the housing market, homebuilders, 
the unemployed, labor unions, busi- 
nessmen interested in tax incentives, de- 
fense contractors. 

Despite the many features in the 
Kennedy messages this week, and the 
promise of more to come in the weeks 
ahead, Kennedv is still holding back- 
“treading water,” savs one of his ad- 
visers—on the crucial question of the 
business upturn and on tax policy. 
¢ Wait and See—Some of Kennedy's 
advisers think unemplovment, at 5.5- 
million, is already reaching the level 
where emergency measures are neces- 
sary. But even the more audacious are 
not ‘pressing the point too hard. For 
the most part, they are willing to abide 
by Kennedy’s decision to wait at least 
until March or April before considering 
drastic moves. 

The President hopes that this week’s 
splattering of spending increases and 
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LABOR Secy. Arthur J. Goldberg (left) aind Social Security expert Wilbur Cohen (right) 
sold Kennedy on another form of quick stimulant to the economy: liberalized unemploy- 
ment compensation and wide increases in Social Security payments. 


welfare benefits will do the trick ov 
themselves—put the economy into }izh 
gear and thus produce the tax revencs 
his long-range spending programs nec 


lll. The Advisers Conflict 


On the key issue of when the busi 
ness upturn is coming and whether to 
cut taxes there’s been a hot debate 
behind the scenes. 

The split is along the traditional 
lines—between those who say now is 
the time for a tax cut and those who 
sav let’s wait and see. 
¢ Tax Cut Urged—At the long all-nigh 
Kennedv’s Council of Ec« 
nomic Advisers has been the most ac 
tive proponent of a quick tax cut now 
Chmn. Walter Heller has long argue 
that everv President should have stanc- 
by authority to cut taxes temporaril 
on his own initiative. A tempo- 
rary tax cut was proposed as < 
remedy, if the recession deepens, in the 
much-studied report of the anti-reces- 
sion task force headed by MIT’s Paul 
A. Samuelson—a group that Heller leit 
only when he became Kennedv’s chie 
economic adviser. 

The President’s new Assistant Secre- 
tary of the Treasury for Tax Policy, 
Stanley S. Surrev of Harvard, has pushed 
a four-pronged tax program including a 
cut in individual income tax rates and 
stiffer enforcement, as well as plant 
investment incentives and tightening of 
loopholes. He headed Kennedy's task 
force on taxes. 

Obviously the “go-slow, wait-and 
see” group have the President on their 
side at present. It’s taken for granted 
now that the new President is basically 
more conservative than liberal; and on 
so delicate and uncertain a matter as 
gauging a business upturn and recom- 


sessions, 


mending a tax cut, Kennedy probably 
was inclined from the outset to play 
it cagey. 

Certainly, Treasury Secy. Douglas 
Dillon—with support on this point from 
new Under Secv. Henry H. Fowler—is 
advising caution. At his confirmation 
hearings, Dillon said an anti-recession 
tax cut should be used only “in very 
severe circumstances.” The Treasury 
isn’t vet ready to call the recession 
severe. 

Insiders also sav that on the tax cut 

issue, as on practically every other, 
Theodore Sorensen, the President’s Spe- 
cial Counsel, is against drastic action 
so early in the Administration. 
e Congress Cautious—Kennedy also 
knows that the attitude of Congress in 
general still favors fiscal responsibility, 
as it did during the Eisenhower Admin- 
istration. 

For instance, Sen. Paul H. Douglas 
(D-Ill.), who is strong for Kennedy, 
goes along with the President’s willing- 
ness to wait and see. 

Rep. Wilbur D. Mills (D-Ark.), 
chairman of the tax-originating Wavs 
& Means Committee, spent three hours 
at the White House before Kenned\ 
came to Congress with his State of the 
Union message. Mills also took the 
cautious line that Kennedy finally ac- 
cepted in making his economic pro- 
posals Thursdav. 
¢ Kennedy's Views—Kennedy, himself, 
is constitutionally against a cut in per- 
sonal and corporate income taxes. He is 
a high-spend, high-tax man. He fears 
that a tax cut would set a bad precedent. 
A quick cut also seems to contradict 
his inaugural plea for “making anv 
sacrifice, bearing any burden” necessary 
to tone up the nation’s muscle. 

For all the eagerness to do something 
about the recession, however, Kennedy 
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ECONOMIC Adviser Walter W. Heller led 
losers in economic policy debate. He urged 
quick action to give economy a strong stim- 
ulant, wanted to be ready with individual 
income tax cut as early as March. 


is paying tribute to Eisenhower’s stick- 
iest legacy: the principle of the balanced 
budget. 


IV. Balanced Budget 


Eisenhower was able to popularize 
this principle, despite the earlier, mis- 
taken Democratic notion that nothing 
buys fewer votes than a_ balanced 
budget. And Kennedy is conventional 
enough to say that the nation cannot 
run deficits indiscriminately. But he be- 
lieves basically that budgets are bal- 
anced less by cutting expenditures than 
by increasing revenues from a rising 
economy. 

In his State of the Union message, 
Kennedy made the point that his new 
spending programs including 
revenues from a stimulation of the 
economy, will not of and by themselves 
unbalance” the earlier Eisenhower 
budget for fiscal 1962, beginning in 
July. 
¢ Kennedy’s Calculations—The Presi- 
dent’s paragraph on this point seemed 
deliberately abstruse and _ confusing. 
Tax men in Congress privately called 
it “nonsense” or worse. But a trans- 
lation from several sources—including 
officials close to the White House— 
gives the following as the assumption 
on which Kennedy’s “balanced budget” 
depends. 

Eisenhower forecast a 1962 surplus 
of $1.5-billion. 

Kennedy’s spending programs won’t 
boost Eisenhower’s $80.9-billion ex- 
penditure figure by more than $2.5- 
billion, probably less. Kennedy’s cal- 
culators figure they would get back 
$1-billion of tax from the increased 
gross national product produced by 


16 





the spending. Thus Kennedy’s spend- 
ing programs represent a net increase of 
$1.5-billion—which equals the amount 
of the surplus Eisenhower projected. 

¢ Uncertainties—However, the original 
Eisenhower showing of a surplus de- 
pended on Congress enacting his rec- 
ommendations to produce $1.8-billion 
in revenues. There’s little chance at 
this time of anything like that. 

Hence if Congress fails to enact the 
revenue increases, but does enact Ken- 
nedy’s spending programs, then the 
Kennedy 1962 budget—by his own 
arithmetic—would show a deficit of at 
least $1.8-billion. 

Of course, budget figures can be 
juggled like this to make them come 
out any way you please, depending on 
the assumptions you make as you go 
along. Many economists contend that 
all such arithmetic is irrelevant—that 
the way to balance the budget and pro- 
duce surpluses is to keep the economy 
going at full tilt. 

Clearly, Kennedy is willing to see 
whether the economy in the next cou- 
ple of months bails him out. If the up- 
turn comes, he can take the position 
that increased revenues will come along, 
too. 

If the recession shows no sign of 
ending by spring, then he may go to 
emergency tax cuts to give the economy 
the massive shot in the arm some of his 
advisers say it needs right now. But 
this would mean letting Kennedy's 
first hopes of an early balancing of the 
budget go by the board in an effort to 
get business off dead-center. 


V. Dollar Imbalance 


For now, this week, Kennedy ac- 
knowledges that his domestic problems 
are made more difficult by this country’s 
overseas economic and political straits. 
He. wants to stimulate and help U.S. 
business while luring back to these 
shores some of the investments that 
have gone abroad and have put the 
dollar in at least some jeopardy. 

Broadly, Kennedy thinks that stimu- 
lating the domestic economy is the best 
long-range means of curing the dollar 
crisis, that a high rate of government 
spending on the home front should en- 
courage business to invest more at home 
rather than abroad. 
¢ Milder Medicine—Tackling the bal- 
ance-of-payments problem directly, 
Kennedy rejects the kind of drastic 
medicine that many people, both in 
the U.S. and abroad, feel might be 
necessary to reduce the deficit and cut 
down the drain on our gold stock. In 
blunt terms, he rules out the imposi- 
tion of exchange controls or the re- 
sumption of restrictive trade policies, 
such as higher tariffs, or any major 
change in American commitments to 
foreign countries. 


At the same time, he clearly indi- 
cates that he will not let the deficit in 
the balance of payments—or the gold 
drain—hamper the Administration’s ef- 
fort to stimulate recovery at home. In 
effect, this means that he will be against 
any attempt by the Federal Reserve to 
tighten money in order to stem the out- 
flow of capital to Europe if such a 
move would make it more difficult for 
domestic borrowers. 

But while Kennedy plans to avoid 
any drastic measures, on Monday he 
made it clear that he will defend the 
dollar and maintain the $35-an-oz. price 
of gold. 

Kennedy’s pledge to defend the dol- 
lar had also been made by the Eisen- 
hower Administration. But Kennedy 
seems intent on going further to insure 
that the dollar will be safe. He sketched 
out a series of steps to encourage a big- 
ger outflow of American exports and 
to attract foreign investments to the 
U.S. and he plans to plug tax and cus- 
toms loopholes that have permitted a 
drain on both dollars and gold. Next 
Monday, he will send Congress a mes- 
sage on the balance of payments, detail- 
ing measures to check the outflow of 
gold and dollars. 

Many of these steps were under dis- 
cussion by the Eisenhower Administra- 
tion. But Kennedy plans to move on 
them. Moreover, in two areas he ap- 
pears to be departing from the Eisen- 
hower line. 
¢ Pressure on Allies—He counter- 
manded Eisenhower’s directive to bring 
back the families of American service- 
men stationed abroad on grounds that 
the directive was hurting the morale 
of U.S. forces overseas. He said other 
ways have been found that will trim 
military spending in foreign countries 
by roughly the $200-million a year 
that had been expected to be saved 
eventually by reducing the number of 
military dependents abroad. In addi- 
tion, the President apparently plans to 
press harder than Eisenhower did to 
get our allies to pay a larger share of 
defense costs. 

More significantly, he indicated that 
the entire U.S. gold stock will be 
made available, if needed, to defend 
the dollar. He pointed out that the 
U.S. has some $22-billion in gold 
available (about $17-billion in the U.S. 
gold stock itself and $5-billion in 
drawing rights from the International 
Monetary Fund). 

Under current law, though, the U.S. 
is required to maintain a gold re- 
serve of 25% for Federal Reserve 
credit outstanding; at present this re- 
serve amounts to $12-billion. Ken- 
nedy’s declaration that the total gold 
stock will be available carries the defi- 
nite implication that he will not regard 
the statutory gold reserve requirement 
as sacrosanct. 
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And More On the Way 


A new surge of government defense 
contracts was on its way even before 
Pres. Kennedy’s order went out to all 
agencies this week to boost the rate at 
which they were placing new orders. 
Even before the Kennedy move, the 
Defense Dept. had expected to boost 
its spending commitments by at least 
$2.5-billion during the remainder of the 
vear. 

These extra contracts are not de- 
pendent on the new defense measures 
proposed this week in the State of the 
Union message (page 13). Instead, 
they represent a fiscal legacy from the 
Eisenhower Administration. Any new 
contracts that follow Kennedy’s pro- 
posals will come on top of those that 
were already slated by the Eisenhower 
Administration and estimated in the 
chart above. 

Defense Dept. officials do not expect, 
the coming “reappraisal of military 
strategy” Kennedy ordered to result in 
the cancellation of existing programs— 
not at least during the next few months. 
Instead, they feel that any new spend- 
ing that may result from Kennedy’s spe- 
cific proposals for the fmmediate 
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strengthening of the defense forces will 
be added to the Eisenhower tota! 
¢ New Business—New push or the 
defense contracts is only part of a 
stepped-up flow of commitments al- 
ready initiated by the Eisenhowe: Ad- 
ministration before Kennedy took office. 
Coming on top of these increases in 
spending commitments already con- 
tained in the Eisenhower budget, Ken- 
nedy’s demand for faster order place- 
ment by government departments 
should mean a substantial boost for 
business, since a solid chunk of the 
government’s extra spending plans will 
be translated quickly into new orders. 
The increase in government order- 
ing will help stem a decline in manu- 
facturers’ new orders that has been 
going on since September. Just such a 
fall in new orders was halted once be- 
fore by an increase in government order- 
ing—during the later stages of the 
1957-58 recession. If the same thing 
happens again, the current recession 
could be arrested before the major in- 
crease in government spending itself 
takes place. 
¢ Inventory Boost—An increase in gov- 


ernment orders could also bring about 
a speedy end to inventory liquidation— 
the primary cause of the current reces- 
sion. 

A survey of inventory policy taken by 
BUSINESS WEEK reporters last week 
(BW—Jan.28’61,p40) shows that most 
companies have already completed their 
inventory-cutting programs, or planned 
to have them completed by late spring. 
There’s a good chance the increase in 
government orders will accelerate the 
end of the inventory decline, and possi- 
bly lead to inventory building before 
midyear. 
¢ Skeptics—Some economists are skepti- 
cal about the immediate effects of the 
increase in government orders. They 
argue that most of the boost in orders 
will come in the defense industries. 
They go on to say that production in 
the major defense programs has not 
recently been held back by a shortage 
of orders on the part of defense pro- 
ducers. Instead, they argue that orders 
in these areas have been plush for some 
time, and that it is difficult to increase 
defense production rapidly simply be- 
cause of the complexities of defense 
technology. 

These economists argue, too, that the 
new defense technology limits the 
amount by which employment is helped 
when the government boosts defense 
spending. 
¢ Implication—The Eisenhower budget 
estimates presented early this year fig- 
ured on $86-billion in spending com- 
mitments during the current fiscal year 
ending June 30—up by $10.7-billion 
from the 1960 total of $75.3-billion. 
At the time that the budget was pre- 
sented, Eisenhower’s Budget Director, 
Maurice Stans, said that “substantially 
less than half” of the increase between 
fiscal 1960 and fiscal 1961 had taken 
place before Dec. 30, 1960. Stans went 
on to draw a clear implication: Contract 
awards would rise well over $5-billion 
during the first half of 1961. 

Stans felt that the boost in contract 
awards from the first to the second half 
of the year “will play a significant role 
in helping support an early economic 
revival.” However, it is impossible to 
estimate the time lag between rising 
government spending commitments and 
actual expenditures. 

In addition to a $2.5-billion boost 
in defense commitments, the Eisen- 
hower budget indicated a big stepup in 
the rate at which funds were being 
committed by the National Aeronautics 
& Space Administration and in the 
economic aid program of the Mutual 
Security Administration. In addition, 
the building industry was expected to 
get some support from a $300-million 
increase in spending scheduled by the 
Housing & Home Finance Agency, 
mainly for college housing and urban 
renewal programs. 
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HIJACKED Santa Maria eludes posse for three days, is sighted by U.S. plane. For insurance companies, the question is .. . 


Was It Piracy —or Patriotism? 


This week, the sleek Portuguese lux- 
ury liner Santa Maria (picture) steamed 
into the hot and busy port of Recife, 
Brazil, after 10 days of an enforced 
cruise for its 560 passengers, including 
+5 Americans. While the passengers 
finally reached land, the fate of the ship 
itself, and of its 70-man conspiratorial 
crew headed by Henrique Galvao, 66- 
vear-old soldier-author, is still in doubt. 

To the Portuguese government of 
Antonio de Oliveira Salazar, Europe’s 
most durable dictator, Galvao and his 
crew were simply “pirates,” who war- 
ranted the traditional justice meted out 
to buccaneers—death by hanging. The 
ship’s owners, Companhia Colonial de 
Navegacao, took the same view. 
¢ Patriot or Pirate?—Whether Galvao’s 
act was piracy is important for financial 
as well as political reasons. The defini- 
tion of piracy has become rusty through 
lack of incidents, and until the disposi- 
tion of the Santa Maria is settled, no 
one is sure what course will be taken 
by the insurers or by the owners. 

Galvao, a swashbuckling adventurer 
who topped his previous exploits by 
hijacking the vessel and capturing world 
headlines, claims that he is a patriot, 
not a pirate. In taking over the ship, 
one of the crew was murdered, but 
several others, wounded in the struggle, 
were released at the British-owned 
island of St. Lucia. 

Moreover, as soon as he had the ship, 
Galvao began firing off radiograms. The 
Santa Maria, he said, marked the “first 
liberated part of national territory,” 
and that his motive was, in fact, revolu- 
tion against Salazar and his government. 
Galvao radioed the New York Times to 
get in touch with Humberto Delgado 
for further information. Delgado, who 
ran against Salazar for the presidency 
of Portugal two years ago was in exile 
in Brazil. He acknowledged that he was 
the leader of the rebellion, and that 
Galvao was acting under his orders. 
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At first, the U.S. State Dept. and the 
British Foreign Office made no bones 
about calling the seizure of the ship a 
piratical act. The orders to the Atlantic 
Fleet were to find, stop, search, and, if 
necessary, take over the Santa Maria. 
Then, the new Administration modified 
its tack, saying that the ship was not 
to be boarded; this came after the 
British, Dutch, and Venezuelans with- 
drew as members of the posse. Finally 
the State Dept. told the Navy to nego- 
tiate with Galvao and escort him to a 
rendezvous where the passengers could 
be put ashore. 
¢ Dead of Night—The Santa Maria it- 
self is a real prize of the ocean, the 
queen of Portugal’s six cruise-liners; it 
was insured for over $21-million. Built 
in Belgium in 1953, the 20,906-ton 
vessel has a speed of 20 knots and all 
the accouterments that embellish travel 
agency literature—outside cabins, air 
conditioning, two swimming pools, gala 
concerts. In the winter, it sailed regu- 
larly between Lisbon, the Canary 
Islands, and the Caribbean, stopping at 
cruise ports en route. 

That was how Galvao managed his 
audacious seizure. His men boarded the 
ship at two separate ports—La Guaira, 
in Venezuela, and Curacao in the Dutch 
West Indies. At one o’clock in the 
morning, when only a skeleton crew 
was about, he took over. The capture 
was complete in 10 minutes. 
¢ An Insurance Problem—While Gal- 
vao’s action may be in the tradition of 
pitacy, Admiralty lawyers doubt that 
the charge can stick. For piracy, as de- 
fined in Green Haywood Hackworth’s 
Digest of International Law, consists of 
sailing the seas and capturing vessels 
for private ends. This would seem to 
exclude the Santa Maria case, not 
merely because Galvao proclaimed him- 
self a rebel but because he does not 
appear to be after any private gains. 

Marine insurance law also is difficult 


to interpret. From all accounts, Gal- 
vao’s seizure does not constitute an act 
of piracy. Even if it did, the insurers 
may not be liable for any loss or dam- 
ages because of the normal FC&sS (free 
of capture and seizure) clause that is a 
standard part of any marine policy. 
The only way that the company could 
get the insurers to pay up is if it had a 
“War Risk” cover, which might con- 
ceivably include Galvao’s action. 
Most modern liners have such a 


cover, but it is uncertain whether the. 


Santa Maria has such insurance, and, if 
it has, whether it will be honored. In 
London, underwriters at Lloyds are re- 
fusing to tatk about the case, partly 
because of the delicate political issues 
involved. The ship was insured in 
Portugal and reinsured in London for 
some $9.8-million—about half with 
Lloyds. 

¢ Old Spirit—This week, though, the 
Santa Maria still had some of its old 
cruise spirit. When Rear Adm. Allen 
Smith met with Galvao after the 
State Dept.’s change of heart, passen- 
gers were staging a bridge tournament 
while planes were circling overhead as 
photographers tried to parachute onto 
the deck. When Galvao agreed to put 
into Recife, it seemed clear he was 
doing so because of assurances that 
Brazil’s new president, Janio Quadros, 
would not treat him or his band as 
pirates. 

The Portuguese were fuming at the 
reception Galvao was getting, and their 
navy was reported steaming to intercept 
the Santa Maria. Meanwhile, the U.S. 
Navy is all steamed up about its failure 
to locate the Santa Maria earlier. De- 
spite Galvao’s free use of the ship’s 
wireless, the liner could not be located 
for three days. Eventually, it was found 
by a Danish freighter, which radioed 
the U.S. Navy, whose search fleet in- 
cluded four destroyers, 16 planes, and 
a nuclear submarine. 
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New Race 


Builders assume Weaver nomi- 
nation as head of Housing & 
Home Finance Agency heralds 
a major Administration attack 
on discrimination in federally 
aided housing. 


Protests against the nomination of 
Robert C. Weaver (picture) as adminis- 
trator of the Housing & Home Finance 
Agency hit a peak this week as Pres. 
Kennedy sent his name to the Senate 
for confirmation. Despite their objec- 
tions, however, his opponents appeared 
resigned to the inevitable: 

First, to Weaver's confirmation by 
the Senate after heated hearings before 
the Banking & Currency Committee, 
which may start next week. 

Second, to an executive order by the 
President prohibiting discrimination in 
housing built for sale or rent with fed- 
eral help—whether the help is in the 
form of outright subsidies or merely of 
mortgage insurance or guarantees pro- 
vided by FHA and VA. Advocates of 
such an order feel it would make legis- 
lation unnecessary. 

The furor began New Year’s Eve. 
Kennedy announced his selection of 
Weaver, then serving as vice-chairman 
of New York City’s Housing & Redevel- 
opment Board after a long career in 
federal and state housing agencies. Pro- 
testing mail—more of it from the North 
than the South—flooded the Senate 
committee. It came from men in the 
building industrv and from housewives. 
¢ Key Issue—The protests were not 
aimed primarily at the fact that Weaver 
is a Negro. The issue is his long agita- 
tion for an enforced end to discrimina- 
tion in housing. Only last August, in an 
article in Land Economics, Weaver had 
argued that “opening the suburbs to 
non-whites is one of the necessary prices 
for attracting and holding middle- 
income whites in the central citv.” 

This week, as Weaver mingled among 
them at their annual convention in Chi- 
cago, members of the National Assn. of 
Home Builders who talked to BUSINESS 
WEEK reporters seemed reconciled to his 
confirmation. 

Some called his selection a mistake 
and others guessed he wouldn’t last long 
in the job. But most were viewing the 
same straws in the wind as was Chmn. 
A. Willis Robertson (D-Va.) of the Sen- 
ate committee who, though opposed to 
Weaver’s selection, forecast that his 
committee would report Weaver’s name 
favorably and the Senate would confirm 
it. 
¢ President’s Backing—Most builders 
were disturbed about the policies 
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Rule on Housing? 





ROBERT C. WEAVER 


Weaver represents, but even on this 
they showed more resignation than ce- 
fiance. What they didn’t say, but 
seemed to be aware of, was that Ken- 
nedy himself was obviously behind 
Weaver. Although the President has 
not spoken out on the subject since 
his inauguration, he had promised dur- 
ing the campaign to issue the executive 
order for which Weaver, the U.S. 
Commission on Civil Rights, and other 
groups and individuals had clamored. 

Such an order would not be the fed- 
eral government’s first effort to do away 
with discrimination in housing, but it 
would be the most effective. 

During the Eisenhower Administra- 
tion’s tenure, the FHA and the VA 
began to cooperate with states that had 
antidiscrimination laws of their own. 
Fight states now forbid discrimination 
in sale or lease of homes and apart- 
ments built with FHA or VA support: 
California, Colorado, Connecticut, 
Massachusetts, New Jersev, New York, 
Oregon, and Washington. 

This collaboration has had only lim- 
ited effects, however. For one thing, 
none of the state laws cover all FHA 
and VA deals; some, for instance, cover 
only developments of at least 10 houses. 
In some of the states a complaint must 
originate with the offended person; the 
state itself can’t start action. Then, too, 
the FHA and VA have held that thev 
can not move into a case until a builder 
has been found guilty by a state--and 
that’s a long process. 

Still, builders in Chicago acknowl- 
edged thev have tried to circumvent 
state laws and succeeded. “A lot of us 
builders simply say we have contracts or 
have given options to buyers, and that 
houses aren’t for sale,” a New Yorker 
said. 


Hence, the agitation for an executive 
order to cover the whole 30% of hous- 
ing starts that are financed with FHA 
and VA help. Such an order would 
make the state laws unnecessary for 
FHA and VA housing, leave states free 
also to prohibit discrimination in most 
other kinds of housing—as four do 
now. 
¢ Visions of Gloom—The prospect of 
such a Kennedy order held out visions 
of gloom for several builders inter- 
viewed. “Open occupancy on a federal 
basis would kill the project builder,” a 
Texas project builder said. “Such a law 
would stop housing in its tracks,” said 
another. 

The only alternative some saw would 
be to go 100% into conventionally 
financed homes. “I would be forced to 
turn to conventional financing,” said an 
Ohio builder who doesn’t want to build 
for Negroes. “Conventional financing 
is getting better all the time, anyway,” 
said C. Ray McDaniel of Joplin, Mo. 

But to others this was not the perfect 
alternative. “If you take away the mini- 
mum downpayment permitted by FHA 
and VA financing,” noted Glynn Phil- 
lips of Arlington, Tex., “vou take away 
a lot of people.” Added a Marvland 
builder: ““There’s no question we 
wouldn’t be selling the volume we are 
today.” 

In these appraisals, the builders have 
precedent of a sort to go by. Statistics 
are not available, but lending institu- 
tions in states with anti-discrimination 
laws affecting FHA and VA sav they 
have seen no greater switch there to 
conventional mortgages than has oc- 
curred in the U.S. as a whole. 
¢ Seeking Ways Out—The result was a 
search for other solutions. Some put 
their faith in the prospect of drawn- 
out court hearings on the constitution- 
ality of such an order. Others hoped 
they might be able to ignore it. Still 
others just supposed “some other wav’ 
would be found to finance the construc- 
tion of homes for a mass market— 
though as of this week thev had no 
idea how. 

Aware that no such solution has vet 
been unearthed and mindful of what 
appears to be Kennedy's determination 
to support Weaver and “open occu- 
pancv” in federally assisted housing, 
many seemed resigned. One ‘Texas 
builder noted that if Kennedy wants to 
be tough, he can go a step further. Sav- 
ings and loan associations handle the 
largest share of conventional mortgages, 
he said; if that should become an escape 
hatch, the President might move against 
discrimination through the Federal 
Home Loan Bank System, which pro- 
vides S&Ls with credit. 
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Maser That Does Everything 


Bell Telephone Laboratories’ new tube generates a 
light beam that opens new communications channels, holds 
promise as a measurement standard and heat source. 


Grinning with quiet _ satisfaction 
that betrayed a solid scientific royal 
flush hand, three of Bell Telephone 
Laboratories’ scientists—all under 35— 
met with the press this week in a base- 
ment room of a midtown New York 
hotel. What they had to show was a 
glowing orange tube in a metal frame 
that stands a good chance of evolving 
into the most commercially significant 
scientific development to come out of 
the giant AT&T research and develop- 
ment arm since the transistor. 

The optical-electronic device, called 
a continuously operating, gaseous opti- 
cal maser—offers a thousandfold im- 
provement over anything similar in 
clectronics or optics that scientists so 
far have developed. Its promise lies in 
its remarkable ability in at least five 
jobs: 

¢ In communications, it generates 
an infrared beam that will carry up to 
a million simultaneous telephone con- 
versations, or hundreds of television 
channels. 

¢ In space, it can send information 

and possibly power—for millions of 

miles without serious loss of strength 
as the distance increases. 

¢ For military use, it offers the 
possibility of aiming a communications 
channel so accurately that only the in- 
tended receiver can even detect it. 

¢ For scientists and industry, it 
will supply a convenient source of con- 
trollable heat that can be focused to 
almost infinite fineness to produce tem- 
peratures in millions of degrees, with 
uses ranging from study of chemical 
and nuclear reactions to drilling precise 
holes in any known material. 

¢ For accurate measurements—a 
basic requirement of both science and 
industry—the maser is the most precise 
standard ever available and one of the 
cheapest. 
¢ Deceivingly Simple—Yet with all 
these talents, the device itself is not 
particularly complicated. And it should 
not be very expensive to make. As. in 
the case of the transistor, the maser’s 
simplicity belies the tremendous scien- 
tific effort that preceded its creation 
out of a quartz tube, two special mir- 
rors, a component of a radio amateut’s 
low-power transmitter, and two infini- 
tesimal whiffs of neon and helium. 

These simple parts do a single job. 
They generate high-intensity electro- 
magnetic waves in or near the visible 
spectrum. But these light waves have 
a different quality than light produced 
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by other means. The maser’s light is 
produced very precisely at a single wave 
length, and the waves are all lined up 
in the same direction. Ordinary light, 
even though it appears to the human 
eye as pure blue, or pure red, or pure 
white, is actually made of a batch of 
mixed frequencies and the waves go 
off in different directions. Such light 
is not particularly useful as a substitute 
for radio waves to carry signals because 
it consists essentially of noisy, random 
vibrations. 

This is a pity, because the higher 
the frequency of a wave, the more sig- 
nals it can carry—and light has much 
higher frequency than any radio wave. 
Electromagnetic radiation at the fre- 
quency of light or of infrared, ought to 
carry much more information than the 
highest practical radio frequencies. 
¢ Breakthrough—Light has never been 
used before for communication because 
there was no way to generate it at a 
closely controlled frequency—not until 
the new device was developed. The de- 
vice makes use of a basic principle of 
atomic physics; electrons in atomic or- 
bits always move in  jumps—called 
quantum jumps—from one energy 


state to another. The jumps are al- 
ways the same size in a particular atom. 
In Bell lab’s gaseous maser, by ex- 


citing the molecules of the neon- 
helium gas with a radio frequency, the 
quantum jumps give off photons of 
light of a specific frequency. As this 
light is bounced back and forth be- 
tween the mirrors at the end of the 
tube, it is reinforced until it saturates 
the tube. The energy going into the 
tube then makes up tor the leakage 
of a little bit of the light through the 
mirrors at the tube’s ends. And the 
light that penetrates the mirrors is all of 
the same wave length and traveling in 
the same direction. 

¢ Practical Uses—There is little doubt 
that the gaseous maser will be converted 
into practical devices in a hurry. A con- 
tinuous source of coherent light has 
been the goal of dozens of defense and 
commercial research projects conducted 
over the last few years. The first demon- 
stration of coherent light was given last 
summer, by Hughes Aircraft Co. (BW— 
Jul.16’60,p102). Hughes’ device was a 
solid piece of ruby, triggered by a power- 
ful flash of visible but noncoherent 
light. It operated only for a fraction of 
a second. Bell Laboratories and Inter- 
national Business Machines Corp. also 
demonstrated pulsed masers that could 
generate coherent light. IBM believes 
it has found a way to generate continu- 
ous light in a solid crystal, but it will 
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Minuteman Makes the Grade 


Successful test promises U.S., sooner than expected, a 
new, mobile defense weapon almost invulnerable to attack. 


Precisely at 1] a.m. on Wednesday 
of this week, a sleek Minuteman inter- 
continental ballistic missile rose from its 
pad at Cape Canaveral and thundered 
away to impact on target some 4,000 
miles away in the South Atlantic. 

Civilian and military observers had 
witnessed two other important U.S. 
rocket firings this week. First came the 
successful firing of a chimpanzee in a 
Mercury capsule (page 60). And second 
was a Samos (Spy-in-the-Sky) satellite 
sent into polar orbit. But neither of 
these had the military and political sig- 
nificance of the remarkable Minuteman 
shot. 

Air Force development teams admit 
they were gambling heavily on the first 
range firing of the three-stage, solid- 
fueled Minuteman. The primary objec- 
tive of this—the maiden flight of the 
first truly “pushbutton” rocket—was to 
test the performance of the Thiokol- 
built first stage of the 58-ft. rocket. Not 
only did the first stage fire exactly as 


programed, but stages two and three 
(made by Aerojet-General Corp. and 
Hercules Powder Co.) also performed 
perfectly. The Minuteman as it flew 
this week carried virtually all the com- 
ponents it will contain as a military 
weapon. 

The result should cut more months 
off the Minuteman’s test program 
schedule. By the spring of 1962, the 
Air Force should have, in place and at 
the ready, a weapon that will give the 
U.S. an important new string in its 
defense bow—a long-range second-strike, 
or retaliatory, weapon that serves as a 
deterrent and is itself all but invulner- 
able to surprise attack. 
¢ Technical Merits—The merits of 
Minuteman, as compared to other 
U.S. intercontinental missiles, are 
many: 

e From an engineering and struc- 
tural standpoint, Minuteman is far 
simpler than Atlas and Titan. 

¢ It’s lighter (weighing one-quar- 
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ter as much) and smaller (roughly 24 
ft. shorter) than Atlas. 

e It can be fueled and hidden 
away in the ground for periods up to 
three years, then fired in a matter of 
minutes. 

¢ Because of its compactness and 
simplicity, it can be used as a mobile 
weapon, fired either from a_ specially 
designed railroad car or from the deck 
of a large surface ship. 

e And as intercontinental missiles 

o, it will be cheap—costing only some 
3.4-million per rocket. 
Compared to the IRBM Polaris, 
Minuteman has greater range (a com- 
bat range of 6,325 miles, compared to 
2,500 miles), and an eventual heavier 
payload potential (a megaton nuclear 
warhead as opposed to a half megaton). 
¢ Political Significance—Minuteman 
has one drawback: It can’t compare 
with Titan II’s payload potential (2 
megatons or the equivalent of about 
1-million tons of TNT). The fact that 
Minuteman depends on thrust supplied 
by the combustion of solid (as opposed 
tc liquid) chemical fuels means that 
engineers probably won’t ever be able 
to overcome completely this payload 
restriction. 

But this drawback may have politi- 
cal advantages. The Minuteman is ob- 
viously a defensive, retaliatory weapon, 
not designed to be used on an offensive 
first strike. Thus, there is open specu- 
lation within the scientific community 
that the Russians mav well look with 
less concern on a rapid buildup of 
Minuteman in the U.S. than they 
would on any sudden increases in the 
Atlas or Titan programs. 
¢ Speedup—In the Eisenhower budget 
for the next fiscal year, Minuteman 
was to have received just over $1-billion. 

But Pres. Kennedy is almost certain 
to increase this figure considerably. 
He said bluntly in his State of the 
Union message that Minuteman was 
one specific missile system that would 
be speeded up, but, at midweek, had 
given no indication of additional dollar 
allocations. 

Rocket industry observers speculate 
that Minuteman could profitably use 
almost $2-billion right now. Plans now 
call for building 600 Minutemen—450 
for burial in underground silos; 150 to 
be dispersed on rails in the Northwest. 
American .Car & Foundry, as subcon- 
tractor to Boeing Airplane Co., has 
delivered the first car for electronic 
outfitting, but this has still to be 
tested in a live firing. 

First need for speedup, observers 
say, is to build more underground 
silos. The first operational launching 
complex, scheduled to be started this 
month in Montana, is expected to take 
15 to 18 months to build. Backers 
argue that more money in the program 
now could cut this time lag materially. 


g 
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CHIVALRY WAS STRAINED in Boston by the Dec. 12 blizzard. These four women 
stalled in the Somerville section could find only one man to help them push their car. 


Where the Winter Hurts 


“One of the toughest winters in 
years,” New York weatherman Ernest 
J. Christie called it last week, and peo- 
ple all over the Northeast said it was 
an understatement. At midweek, snow- 
fall at New York was only 9 in. short 
of a record, with half the winter to go, 
and the city had gone through the 
longest continuously below-freezing 
spell since 1893. 

Commuting service and city transit 
sank under the first big December snow 
and seemed more vulnerable with each 
new wave of cold or snow. In Wash- 
ington, D. C., a snowfall of 7 or 8 
in. threw a wet blanket over Inaugural 
Eve celebrations—people couldn’t get 
to the parties. The same storm cut 
thousands of suburban Philadelphians 
off from their jobs; only one out of 
five employees of the Insurance Co. of 
North America, for example, made it 
to work. In New York City, while roads 
were snowbound, railroads as well as 
railroad ferries were shut by a strike 
(BW-—Jan.21’61,p40). 

Lack of a thaw forced many, commu- 
nities—and companies, too—to truck 
the snow away, a slow and costly proc- 
ess ($1.45 a cu. yd. in New York City) 
that soon exhausts snow removal 
budgets. 

e Widespread Effects—Though the 
Northeast is feeling winter's severity 
most keenly, much of the rest of the 
country is getting a taste of snow and 
cold, too. An exception is the Far 


West, where the weather has been dry 
to the point of drought. 

In Atlanta, temperatures dropped 
low enough last week to turn rain into 
sleet, then kept dropping to hold the 
city in an unfamiliar glaze of ice. In 
Dallas, the mercury dropped to 19, and 
3 in. of snow fell on roadways already 
coated with ice. Florida orange grow- 
ers had scares from cold waves. 
¢ Business Is Hurt—Getting hit hardest 
by the weather are retailing first, then 
construction. In 10 Federal Reserve 
Districts, department store sales in the 
four weeks ended Jan. 21 ranged from 
1% to 9% below year-ago. Merchants 
don’t blame the weather alone but the 
combination of weather and recession. 

In Philadelphia, department store 
sales for one week in January ran 27% 
behind the corresponding week of 
1960, and an economist notes that “re- 
tailers are really weeping.” A Buffalo 
department store president says, “Busi- 
ness just died when the weather came.” 
Pittsburgh stores, lagging all through 
January, say customers respond “only 
to extraordinary values and sales.” 

Outdoor construction normally con- 
tinues through most of December, but 
not this year. The premature halt of 
work dropped construction employ- 
ment nationally to just over 24-million 
in December; the drop of 320,000 from 
November is about double the normal 
season decline. In Boston, unemploy- 
ment compensation checks rose sharply 
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just after the Dec. 12 storm; the num- 
ber of workers now drawing these 
checks is twice that of last winter. 

¢ Some Escape—For a city to be hurt 
very much by winter weather, snow and 
unusual cold had to work in combina- 
tion. Cities that got only the cold usu- 
ally escaped the worst of the effects on 
commerce. 

Chicago, for example, has had tem- 
peratures near zero for weeks, but has 
had little snow. Retail sales, according 
to one big department store, are do- 
ing “fabulously” well. Much the same 
situation, both in weather and in retail 
trade, exists in Cleveland, where mer- 
chants are inclined to blame unemploy- 
ment rather than weather for a slight 
dip in sales. 
¢ Help or MHindrance—Around _ the 
country winter has had varied impacts 
on industries. Few companies were 
hurt except where employees couldn’t 
get to work; some plants along the 
Boston-New York axis closed entirely 
for a day or two, but these were excep- 
tions. 

Wintry weather helps some _bus- 
inesses, or course. Hotels made money 
on commuters who couldn’t get home. 
Sales of heating oil soared 10% or 
20% above normal, and auto chains 
and snow shovels were completely sold 
out in some communities. Pan Amer- 
ican World Airways, Inc., filled its 
Caribbean flights to 95% of capacity, 
with “a great many more’ planes in 
the air than last year. 

On the other hand, taxi operators 
lost money because of the snow; fares 
are based on mileage, and it’s hard to 
run up mileage in a snowbound city. 
Auto dealers sometimes didn’t bother 
to shovel their open-storage cars out 
of the snow; at least one dealer said 
that he was giving up hope until the 
thaw. 

Lack of snow in Omaha caught the 
Omaha Steel Works with a lot more 
snow plows on hand than it could sell, 
vet in the East stores couldn’t keep 
up with demand for anything of house- 
hold size that would move snow. New 
Hampshire ski resorts have a lot of 
snow, and operators say revenues are 
20% ahead of the best previous year, yet 
upstate New York areas that depend 
on New York City trade lost one or 
two of their best weekends—the Sunday 
skiers couldn’t get transportation. 

In New York, hardy theatergoers 
found that almost any very cold or 
stormy evening was the time to pick 
up seats for a hit show. 

In the Midwest, at least one com- 
pany suspended barge traffic on the 
Ohio River because of more than 
usual damage by ice floes. River traffic, 
like that on the Hudson River, was 
slowed near a standstill. 

With half of it gone, that’s the kind 
of winter it has been so far. 
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Profits Sag Despit¢Bi 


Dwindling margins brought 
corporate earnings down a bit 
from each quarter to the next. 
A turnaround is possible. 


Anyone who thinks he can spot a 
dramatic upturn in corporate profits 
just around the corner will find scant 
support in the table to the right. It 
shows that over-all corporate profits, 
after taxes, suffered a decline in 1960 
from their record-1959 peaks. 

Some companies were able to show 

improvements in both sales and earn- 
ings. But they were in the minority. 
Actually, in most cases, sales held up 
remarkably well. Many companies— 
including General Motors, Air Reduc- 
tion, Hooker Chemical, and Scott 
Paper, among them—chalked up rec- 
ords. But earnings, while good on a 
full-year basis, failed to keep pace. 
e Narrow Margins—The trouble was 
quite clearly a sharp narrowing of profit 
margins. Most companies saw margins 
shrink from one quarter to the next, 
with the tightest squeeze evident in 
the last quarter. However, there are 
indications that the squeeze is letting 
up some, and if sales increase there 
could be a turnaround in profits. 

That’s the one big hope. The fact 
is that the sudden drop in profit mar- 
gins after the last business recovery was 
one of the first indicators of a business 
slump in 1960. Starting in the last 
quarter of 1959, profit margins of many 
big corporations began to slip (BW— 
Feb.6’60,p54), and it sent a chill of 
concern through a number of financial 
analvsts. The worry was justified. Only 
a handful of companies were able to 
buck the trend, and the fall in margins 
led to the over-all decline in earnings. 
e Ups and Downs—Steel companies 
showed a mixed pattern, but did sur- 
prisingly well all told. A number of 
big companies, including Bethlehem 
Steel, Jones & Laughlin, and U. S. Steel 
were able to show year-to-year gains in 
net income. But some big companies 
and many smaller ones couldn’t weather 
the sharp drop in their operating rate. 
Copperweld and Crucible took particu- 
larly bad beatings. 

A similar mixture was evident among 
chemical companies. Allied and Hercu- 
les Powder showed increases, while 
Monsanto and Hooker had a drop in 
earnings. 

The oil companies, though, snapped 
back after what had been weak years 
for many of them. Phillips Petroleum 
rang up a new high in earnings, $112.4- 
million, and many other oil companies, 
helped by surprisingly stable prices, 
managed to top 1959 performances— 


Standard Oil Co. (New Jersey), Stand- 


ard Oil of California, and Continental 


Oil among them. 

Inside the list, there were some nota- 
ble ups and downs. International Har- 
vester, with farm equipment sales 
down, suffered a sharp drop in earn- 
ings. It had net income of only $53.7- 
million last year, compared to $84.3- 
million in 1959. Deere & Co. suffered 
the same fate; its net dropped from 
$48.5-million to $17.8-million. On the 
more enviable side of the ledger, In- 
ternational Business Machines once 
again turned out a fine performance, 


earning $168.2-million, against $145.6- | 


million the year before. 

A number of small electronics com- 
panies also could point to a large per- 
centage increase in their earnings. But 
some of their bigger competitors didn’t 
have that fortune, as price softening in 
many lines held profits down. 
¢ The Totals—Over-all, the peak for 
profits—and margins—came in the first 
quarter, when profits hit an annual 
pre-tax rate of $48.8-billion. They 
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dropped to $45.7-billion in the second | 


quarter, slid further to $41.5-billion 
in the third. Complete tallies on the 


fourth are not yet in, but it’s a pretty | 


safe bet that profits were down around 
the $40-billion mark. 

This should put full-year earnings at 
$44.5-billion at best. In 1959, profits 
hit $47-billion pre-tax. 

If the Treasury’s current rosy es- 
timates prove out, profits this year 


will hit $46-billion. Corporations will } 


pre 





have to go some to reach that mark. | 


Investors in the stock market apparently 
think they will (page 99), but profit 
margins don’t as yet reflect that un- 
bridled optimism. For while one can 
see profit margins stabilizing—or reach- 
ing bottom—in a good many cases, there 
is no strong indication of an across-the- 
board rise in profit margins soon. And 
sales are slipping. Thus the prospect is 
for a gradual rise in earnings—with 
sharp increases only in individual cases 
—rather than a dramatic upward surge. 
¢ Ready to Go—Steelmakers and some 
oil companies appear to be in fine 
shape to take advantage of any spurt 
in volume. They have made big tech- 
nological strides over the past few 
years, partly with an eye toward cost- 
cutting, and any increased volume 
should benefit earnings greatly. 

There are a surprising number of 
companies, however, that haven't 
tried—or haven’t been able—to initiate 
such savings. Some companies, it’s 
true, are in the midst of an austerity 
program. 

Still, as one institutional investor 
put it: “Too often, when we’ve been 
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told of cost-cutting, it’s been of meas- 
ures taken back in 1959—in the last 
recession. Companies report there 
isn’t too much fat around.” 

How much truth there is to that 
view is another matter. In retrospect, 
it seems that the fast rise in margins 
in 1959 was only the temporary rise 
that historically follows a_ recession, 
the result of post-recession gains in 
volume combined with cost-cutting. 
But it also is apparent that the last busi- 
ness recovery was shorter in duration 
than its predecessors and didn’t allow 
much time for fat-building. Still, there 
was enough so that when volume failed 
to make headway, profit margins—and 
net income—fell off fairly sharply. 
¢ Price Softness—One reason this hap- 
pened, too, was because of the gencral 
softness in prices. Profit margins have 
swung up dramatically in postwar busi- 
ness cycles chiefly because rising prices 
have given increased sales volume an 
extra fillip. But the non-inflationarvy 
steel pact of 1960, plus the lag in de- 
mand, put the brakes on any rise in 
prices. In fact, prices in many industries 
turned extremely soft as a result of in- 
tense competition. 

Here and there, industrial prices have 
firmed. But in many areas, weakness 
persists. Westinghouse Electric, for ex- 
ample, warns that pressure on its earn- 
ings will increase in the first half of 
1961 because of “inflation in matcrial 
and employment costs coupled with the 
general price softening prevalent in our 
industry.” National Distillers & Chem- 
ical also says its net declined because of 
a cost-price squecze. 

What makes prices so sensitive is that 
many companies that would like to hike 
prices to meet this squeeze are pre- 
vented by competition. A few wecks 
ago, du Pont had to cancel a 24¢-a-lb. 
increase in polyethylene resin because 
its major competitor, Union Carbide, 
wouldn’t go along. 
¢ Inventory—This resistance to price 
increases means that industry will have 
to look elsewhere for an impetus to 
profit margias and earnings. It could 
come, as some economists expect, from 
a new burst of inventory accumulation. 

As shortages have disappeared, indus- 
trv has learned to live on a smaller sales- 
inventory ratio. Ordinarily it would take 
a little while for it to shed this new 
attitude toward inventories. But the 
growing sentiment among businessmen 
that the recession won’t be catastrophic 
has made them bolder. This, plus the 
prevailing view that the Kennedy Ad- 
ministration is a spending administra- 
tion—with a bias toward inflation—could 
make them act a lot more optimistically 
very soon. 
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A Sampling oi 


Industrial Earnings 





























(in millions) SALES NET INCOME PROFIT MARGINS 

1959 1960 1959 1960 1959 1960 

Air Reduction ........ $200.6 $202.5 $14.9 $14.7 7.4% 7.3% 
Allied Chemical ...... 719.7 765.8 50.0 $1.3 6.9 6.7 
American-Marietta™. . . . 323.6 368.1 22.8 24.4 7.0 6.6 
American Photocopy” . . 24.8 29.8 3.2 4.3 | 1242 14.4 
ee Oa Ss ate 47.0 53.8 4.9 5.6 10.4 10.4 
Avemce Steel .......-- 1,022.4 938.0 77.1 70.5 rp 7.5 
Site Get ei SS 306.0 322.7 9.6 10.0: 3.1 3.1 
Bethlehem Steel ...... 2,055.7 2,178.1 117.2 121.2 5.7 5.6 
Caterpillar Tractor .... 742.3 716.0 46.5 42.6 6.3 6.0 
Copperweld Steel ..... 138.4 114.8 6.0 2.4 4.3 2.1 
Crucible Steel ........ 219.2 210.9 6.1 1.2 2.8 0.6 
ets: GGes 542.5 468.5 48.5 17.8 8.9 3.8 
Douglas Aircraft* ..... 884.0 1,174.0 (d)33.8 (d)19.4 He oe 
Eagle-Picher Co.* ..... 120.9 120.8 4.7 487 38 40 
Emerson Rad. & Phon... 67.4 63.8 2.7 LP 4.0 » A 
Freeport Sulphur ...... 53.2 53.0 14.5 13.2 27.3 24.9 
General Motors ....... 11,200.0 12,700.0 873.0 959.0 7.8 7.6 
Granite City Steel ..... 164.4 137.3 16.1 11.1 9.8 8.1 
Heyden Newport Chem. 55.9 60.8 2.8 3.7 5.0 6.1 
Hercules Powder ..... 283.6 336.9 23.4 27.2 8.3 8.1 
Hooker Chemical* .... 149.8 149.8 13.4 12.7 8.9 8.5 
Inland Steel ......... 705.1 747.1 48.42 47.1 6.9 6.3 
Int‘l Business Mach. ... 1,309.8 1,436. | 145.6 168.2 11.1 Ti7 
Int‘l Harvester ....... 1,725.7 1,683.3 84.37 53.7 4.9 3.2 
Johns-Manville ....... 377.6 365.2 31.6 26.5 8.4 7.3 
Jones & Laughlin ..... 765.7 778.8 29.5 33.2 3.9 4.3 
Kennecott Copper ..... 444.9 503.2 Sta 77.4 12.9 15.4 
Libbey-Owens-Ford 306.7 294.1 53.7 43.8 17.5 14.9 
Monsanto ........... 875.0 890.5 74.8 67.7 8.5 7.6 
National Biscuit ...... 429.0 451.8 24.5 27.9 5.7 6.2 
Nat’! Dist. & Chem. .... 578.3 580.2 26.3 21.4 > oe 32 
Phillips Petroleum .... 1,179.2 1,228.0 104.6 112.4 8.9 9.2 
Republic Aviation ..... 198.1 207.7 3.4 4.7 2s 2.3 
Raytheon ........... 494.3 540.0 13.5 13.57 20 
Republic Steel ....... 1,076.8 1,053.9 53.9 52.8 5.6 5.0 
en eee ee 297.2 313.3 24.8 27.7 (ee 8.8 
ON eee 505.7 $36.2 30.1 22.0 6.0 4.1 
Smith, Kline & French . . 134.9 144.5 25.0 24.0 18.5 16.7 
Standard Oil (Cal.) .... 1,794.7 1,921.0 253.6 266.0 14.1 13.8 
Standard Oil (N.J.).... 8,714.0 8,890.0 630.0 688.0 7.2 re 4 
Union Tank Car ...... 115.5 115.4 6.5 7.8 5.6 6.8 
United Air Lines ...... 330.2 379.1 13.8 11.1 4.2 2.9 
SNS SR 2 ele 8 5% 50.9 51.4 3.4 3.1 6.7 6.0 
eee 3,643.0 3,698.5 254.6 304.5 7.0 8.2 
Westinghouse ........ 1,910.7 1,955.7 85.9 79.1 4.5 4.0 


*Fiscal year ends Nov. 30. 
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In Business 


General Dynamics Moves to Lump 
All Its Civilian Electronics Work 


General Dynamics Corp. this week moved to win a 
bigger share of the electronics market by lumping in a 
new division all its electronics activities that can be 
separated from major weapons systems. The new Gen- 
eral Dynamics/Electronics will be formed around the 
nucleus of the old Stromberg-Carlson Div., and will be 
headed by J. D. McLean, S-C president. 

General Dynamics is the nation’s No. 1 defense 
supplier, but in the face of dwindling profits it wants 
to increase its commercial sales with their higher margins 
to a point where they provide half of net profits. 


Kefauver to Study Consent Decrees 
As Curb on Antitrust Enforcement 


Sen. Estes Kefauver’s antitrust and monopoly sub- 
committee will take a look at the possibility that consent 
decrees have the effect of “narrowing the orbit of 
effective antitrust enforcement.” The group may also 
investigate prices charged for hearing aids, Kefauver 
told the Senate. 

Kefauver has criticized consent decrees signed by 
Eisenhower's Justice Dept., claiming that since the 
decrees give immunity to further antitrust prosecution 
they can operate as a serious barrier to enforcement 

The senator reported that prices of hearing aids have 
been second only to drug prices in the volume of 
complaints his group has received. 


Colbert Says Wife Formerly Owned 
444 Shares in Minor Chrysler Supplier 


Chrysler Corp. Chmn. L. L. Colbert added some foot- 
notes to the company’s conflict-of-interest story this 
week, while court action was postponed on the suit 
against Chrysler by former Pres. William C. Newberg 
(BW-—Jan.21’60,p40). 

Colbert answered a charge by stockholder Sol A. Dann 
by admitting that his wife once owned 444 shares in 
Dura Corp., a minor Chrysler supplier. He said she 
had sold the shares before last April when he told stock- 
holders that no members of his family had any interest 
in Chrysler vendors or suppliers. Colbert also said he 
had reported his wife’s holdings during the investigation 
of Chrysler executives last summer and fall. 

Colbert also admitted that one of his sons had worked 
briefly a few years ago for Bonan Co., a Chrysler sup- 
plier partly owned by Newberg whose interest in this 
and another company led to his forced resignation 
June 30. 
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Chrysler’s board of directors took the first step in 
an expected organizational change (BW-—Jan.28’61,p42)— 
arising from the conflict-of-interest cases—when it created 
a top level committee to keep tabs on outside contacts 


of all personnel. The committee will enforce new, 
strict rules, taking over the responsibility from the imme- 
diate superior of each employee. 


Mansfield Urges Copper Cartel “of Sorts” 
And World Parley to Stabilize Prices 


A “cartelization of sorts” has been proposed in the 
Senate as a cure for the depressed price of copper. Sen. 
Mike Mansfield (D-Mont.), the Majority Leader, has 
also urged Pres. Kennedy to call an international con- 
ference to stabilize world copper prices along these lines. 

The price of copper in recent weeks has dropped 
below 30¢ a Ib., causing production cutbacks in the 
U.S. and other nations. 


Spate of Airline Merger Talks Seen 





~= 


: 
As CAB Smiles on United-Capital Union 
ig 


The Civil Aeronautics Board’s preliminary approval | 
this week of the United-Capital airlines merger is ex- | 
pected to set off a flurry of merger talks among other | 


airlines. ; 


United, a transcontinental carrier with broad opera- | 
tions in the West but somewhat limited in the East, | 
now picks up Capital’s routes stretching from Northern 
New York to Miami and New Orleans. As the former 
second-ranking domestic airline, it moves into position 
to overtake American Airlines as the largest, and to offer 
a more formidable challenge than did nearly bankrupt 
Capital to Delta, Eastern, National, and other carriers 
in the East. 

Industry sources predict the consolidation will touch 
off “defensive merger” moves that could lead to a re- 
vamping of the nation’s air carrier system. CAB’s quick 
approval of the United-Capital consolidation is viewed as 
a sign that it is ready to make a major policy shift—in 
favor of fewer, stronger airlines. 


Republic Steel Exports Its Knowhow 


U.S. steel producers, faced with the difficulty of sell- 
ing high-priced steel abroad on a low-priced steel market, 
have found a bullish market for their knowhow instead. 

The latest such deal came this week when Republic 
Steel Corp., a major stainless producer, signed an agree- 
ment for “mutual technical cooperation and assistance” 
with Colvilles, Ltd., a Scottish steel manufacturer. 

Colvilles is building a $162-million steel strip mill at 
Ravenscraig, which will have a 500,000 long ton annual 
capacity. The agreement is clearly designed to help Col- 
villes develop and exploit this mill as expeditiously as 
possible. 
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Congress will take its own look at the “hour of peril” that Pres. Ken- 
nedy described this week in his State of the Union speech (page 13). 


In the end, Congress will also write the cures as it sees fit, not as pre- 
scribed by Kennedy. a 


Kennedy’s stress on national peril reminds political strategists of 
Franklin D. Roosevelt’s “government by crisis” during the 1930s. But 
Roosevelt had the unifying effect of the Great Depression working for him. 
Professionals in both parties wonder whether Kennedy can create the 
sustained sense of urgency needed to get the 87th Congress moving his way. 


Kennedy’s problem shows in his treatment of the recession. 


There’s more confidence about business behind the scenes in the 
Administration than Kennedy allowed to show in his State of the Union 
speech. 


Top Kennedy advisers say privately the economy may be moving at a 
satisfactory early recovery rate by midyear. Most of them want to wait 
until spring to make the next big policy decisions in the hope that the 
injection of $2-billion or so quick cash asked this week by Kennedy will be 
all the stimulation necessary. In short, Kennedy warns about a severe 
recession, but is moving against a mild one. 


This is a deeply divided Congress—angry and uncertain. 


Of the three power blocs, only the Northern Democrats are happy. 
They are elated over Kennedy’s performance this week, first with the 
State of the Union speech, then with the anti-recessioa program. Southern 
Democrats, bruised by the bitter fight in the House over enlarging the Rules 
Committee, will fight Kennedy. Republicans wil. oppose Kennedy, too, but 
are moving cautiously. 

Even GOP critics concede that Kennedy’s speech stressing the dangers 
of economic slump and threats from abroad was a virtuoso performance. 
They admit he has a potent weapon in his televised press conferences, and 
will be able to rally considerable support from the country for his views. 

Republican leaders are adopting a slowdown strategy. Their reasoning 
is that Kennedy will not be able to keep either the Democrats in Congress or 
the country keyed up indefinitely to a national peril pitch. 


The Rules Committee battle leaves scars in both parties. 


When Speaker Rayburn decided on a finish fight, Southern opposition 
to welfare and spending programs hardened. Southern Democrats have 
long regarded the Rules Committee, under Camn. Howard W. Smith of 
Virginia, as their major weapon in the House. By insisting on adding three 
members, Rayburn sharply reduced Smith’s power to block legislation. 

In the end, two Southern governors helped get the votes Rayburn 
needed—Terry Sanford of North Carolina and Orval E. Faubus of Arkansas. 

GOP ranks failed to hold, though the leadership appealed for a solid 
vote against enlarging the committee. 


Early signs of friction show in the Administration. 


Adlai E. Stevenson’s troubles are the only ones out in the open, but 
other clashes are building up behind the scenes. 
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Stevenson, Kennedy’s Ambassador to the United Nations, startled the 
White House by telling reporters he “guessed” Kennedy would be “delighted” 
to see Khrushchev if the Soviet leader comes to the U.N. this spring. Only 
a short time before, Kennedy had shown great reserve to the same idea. 


Kennedy’s reaction was swift. He had Pierre Salinger, White House 
press aide, announce that Stevenson was speaking only for himself. 


Stevenson’s performance puzzles diplomatic circles. He is known to 
place a higher priority on a Kennedy-Khrushchev visit than Kennedy him- 
self, and he told reporters explicitly he was not speaking for the President. 
Thus he put himself in the role of a private citizen advancing his personal 
views, whereas his duty at the U.N. is to speak for Kennedy and the 
Administration. If this is a deep-rooted conflict in Stevenson’s mind, his 
career may be short as U.N. Ambassador. 


Other areas of tension: Commerce Secy. Luther H. Hodges wants to 
run the depressed areas program, but some of Kennedy’s staff aides argue 
for a new agency. Kennedy says he will take either plan, but leans toward 
Hodges. Treasury Secy. Douglas Dillon thinks that taxing profits of U.S. 
corporations abroad as soon as they are earned might lessen the gold outflow. 
George W. Ball, Assistant Secretary of State for Economic Affairs, is com- 
pleting a study that takes a dim view of the idea. 


Kennedy adds another tax reform expert to the growing number 
occupying key roles in the Administration. Mortimer M. Caplin, 44-year-old 
tax lawyer and professor named to head the Internal Revenue Service, is 
in favor of taking away some of the special deductions now granted taxpayers. 
In exchange, he would like to cut the bottom bracket rate from the present 
20% to 10%. He would also cut the top bracket rates from the present 
maximum of 91% to a top of 65%—and pay for it by closing some of the 
existing tax-escape devices. 


Caplin wants to reduce tax cheating by reducing the incentive to 
cheat, and believes lower rates from top to bottom to be the first big step. 
He’s also in favor of income averaging, a crackdown on special capital gains 
devices now in the law, and a cut in depletion allowances. 


Does Kennedy have access to secret information about the state of 
the economy? And what about threats from abroad? 


About the economy, the answer is no—there are no secrets available 
to Kennedy about business. His economists contemplate the same facts 
and indicators all economists are familiar with. Judgments differ, not data. 


As to threats from abroad, Kennedy has access to secret reports of the 
Central Intelligence Agency and the Pentagon. But he has known a good 
deal about some of these for years as a member of the Senate, and he got 
briefings from CIA chief Allen W. Dulles during the campaign. So it’s hard 
to see how he could be too surprised by anything he has learned since 
Inauguration Day. 


Kennedy and the men around him are saying the dangers are greater 
than they thought. That is the political way of putting things. All new 
administrations practice it. Eisenhower did in 1953 in his more restrained 
and diffused way. Translated, what the New Frontiersmen are saying is 
that the solutions are more difficult than they appeared to be from the out- 


side. 
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A good year for the Billion Dollar Banks 











en NET OPERATING EARNINGS —LOAN- 
Ps : z PERCENT DEPOSIT 
be : DEPOSITS § PERCENTAGE GROWTH IN DEPOSITS REPORTED INCREASE RATIO 
BANK — 12-31-60 1950-60 1955-60 1959-60 IN1960 FROM1959 12-31-60 
1. Bank of America ........... $10,806. ..+ 74.5%, 422.8%... + 1.7%.. $93.2.. + 8.0%. . 62.0 
2 Chase Manhattan Bank ..... ees 32.4... 4+19.9.... + 8.2.... 743... 415.0... . 56.0 
3. First National City Bank ..... wees + 33.4... 4+20.1.... + 7.4.... 743.. + 9.3... . 54.8 
| 4 Chemical Bank NY Trust ..... meee + 27.7... + 62.... + 50.. S09 oo SSS: . Fe 
5 Morgan Guoranty Trust ..... meee + (17.4... + «5S.... + 8.4 $2.4... a8R¢..5. . 64.5 
6 Manufacturers Trust ....... 3,465 .- 962. .:.. sic. eee... . wees. eee . 44.2 
' 7 Security First Nat. Bank ..... 3,284 93:6... 406692 eee... ERA LS eee > Oa 
[a  Gankers Trust... . <2 s. 3. mes 29.5... 4+21.6.... 412.1.... 32.3.. +179... ~..51.7 
9 First Nat. Bank (Chicago) .... 2,776 ‘ $94: 0. ee ee 26:5... £74833. . .63.5 
10 Cont’l. Ill. Nat. Bank ........ 2,482 / £642.52 SBass eee 0.8 . . 4 356:%% - ao 
11 Wells Fargo Bank Am. Trust .. 2,449..}+ 64.5... +24.7.... + 2.7.... 19.4.. 411.5... A 7 4 
12 Sig et Cg. oe a ee 1,999..)+ 64.0... +283.... +19.4 14:2... 4482: . 48.8 
13. Nat. Bank of Detroit ........ 1,904..)+ 47.1... + 2 Ge... S2-. 2... ann 
14 Hanover Bank .............. 1,886..,+ 16.6... + 7.5.... +188.... 18.5.. +164... ..51.7 
15 Mellon Nat. Bonk .......... 1,854..,+ 23.8... +108.... + 5.8 yo Aer Se Se 
16 Crocker-Anglo Nat. Bank -.... 1,687..,+ 78.5... +24.0.... + 1.8.. 954; 4167. Uae 
17 ~=«~First Nat. Bank (Boston) ...... See + 12.8... + V.... & S.... 22.1.. + 83... ..565 
18 Cleveland Trust ............ Beee + 15.7... — 1.3.... + .2.... 142.. 417.3... ..625 
19  Gallfemnie Bank ...........: See + 154.3... +594.... + 1.8.... 9.4.. 4103... ..567 
20 First Penna. Banking & Trust . . 1,119... 4+ 79... Stee... Be. : 9.9.. 412.6... ..59.3 
21 First Western Bank & Trust .... 1,074... —— ... +34.4.... 4+ 1.1.... 62... 4 42:.. ee 
22 Philadelphia Nat. Bank ...... en + 36.9... 439:3.... © 27.2....  S...42725... 2a 
23 Republic Not. Bank.......... 1,012...+152.4... +33.3.... +108.... 10.0.. + 66... ..57.8 
Data: BUSINESS WEEK ? 
Big M d Good Profit 
Bank earnings are closely tied to the cause of the tremendous needs of cor- their prime lending rate—the rate 


level of interest rates; they ought to go 
down when recession clouds gather and 
money rates drop. But, as the table 
above shows, that’s not what happened 
in 1960. In fact, most banks made a 
better showing than many of their cor- 
porate customers. 

Net operating earnings for the na- 
tion’s billion-dollar banks were up 
sharply right across the board. True, 
the jump wasn’t quite so big on a per- 
centage basis as in 1959 when earnings 
were up an average of 14%-plus; this 
vear the increase was closer to 12%. 
Even so, earnings at all the largest banks 
reached new peaks in 1960. 

Banks owe their present prosperity 
to a number of factors, particularly to a 
fairly strong demand for loans at a time 
when borrowing rates were high. But 
banks recognize that thev face strong 
competition—from other types of finan- 
cial institutions, as well as from each 
other. So 1960 saw many changes in 
the banking map, with even more com- 
ing in the years ahead. 
¢ Steady Demand—During most of the 
postwar period, banks have been able 
to show increased earnings simply be- 
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porations and consumers. They didn’t 
have to fight hard to increase their loan 
portfolios. But in the last few years, 
they have had to scratch a little to keep 
on growing. For one thing, other finan- 
cial institutions—chiefly savings and 
loan associations and mutual savings 
banks—offered their depositors bigger 
yields on savings. For another, finance 
companies of all sorts showed a flexi- 
bility that banks lack. 

Now the banks are fighting back, 
with the prospect of further steps to 
improve their competitive position. 
This means not only new services, but 
even bigger amalgamations. Indeed, 
the 1960s may well mark a real break- 
through in branch banking, a_break- 
through that has been building all 
through the 1950s. 


|. Bank Rates Stayed High 


There’s no doubt that the good earn- 
ings of the banks in 1960 are largely 
due to the slowness of bankers to re- 
duce their lending rates. Not until late 
August, months after open-market in- 
terest rates had dropped, did they cut 


charged the biggest and best corporate 
borrowers—from 5% to 44%. 

The banks say they are still suffering 

from tightness. This shows up in the 
high level of the loan-deposit ratios in 
the last column of the table. Thus, if 
the economy turns up by midyear, the 
chances are that the prime rate will rise 
back to 5%. In fact, bankers say there 
is much more chance of an increase 
than a new decline, which would mean 
that bank earnings in 1961 ought to be 
even better than thev were in 1960. 
e New Reserves—The Federal Re- 
serve’s switch to aggressively easier 
money did have an effect on the banks. 
Largely due to two substantial injec- 
tions of new reserves into the banking 
system through changes in Fed rules 
governing vault cash, bank deposits 
were on the rise last year. Two new 
members joined the list of the billion- 
dollar banks for the first time—Phila- 
delphia National Bank and Republic 
National Bank of Dallas. 

This contrasts with 1959, when only 
one new bank moved into the billion- 
dollar group, and the list of deposit 
changes was liberally sprinkled with 
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Rotary Oildraulic’ is the most practical elevator for rises up to 60 feet 


Let the money-saving magic of hydraulics power the elevators 
in your new or remodeled building. The modern Rotary Oil- 
draulic Elevator for rises to 60 feet brings you a new high in 
dependability, quality and economy. Here’s how: 

Economy — Oildraulic Elevators are pushed up from below by 
a powerful hydraulic plunger . . . not pulled from above. With 
no overhead machinery, there’s no need for an expensive, 
unsightly elevator penthouse or heavy load-bearing shaft side- 
walls. You save on construction costs. 


Dependability—The hydraulic operating mechanism is ex- 


tremely simple and dependable. All adjustments are made on 
one easily accessible control unit. Maintenance is minimized. 


Quality—Velvet-smooth Oildraulic Elevators are available 
to your specifications with any type of control system. Opera- 
tion may be with or without attendant. Freight or passenger 
types, 1000 to 100,000 Ibs. capacities. 


Over 100,000 Rotary Oildraulic Elevators and Lifts, installed 


Retary, 






Mail for helpful 
information 





and serviced by a national distributor organization, are now 
in use. Mail coupon for more information or look for “Rotary 
Oildraulic” under “Elevators” in your phone book. 


ROTARY LIFT COMPANY 
Division of the Dover Corporation 
Memphis, Tenn.—Chatham, Ontario 


@ The award-winning 
Northwestern Mutual Insur- 
ance Building, Los Angeles, 
designed by Architect Rich- 
ard J. Neutra, is one of the 
many beautiful contempo- 
rary structures using Rotary 
Oildraulic Elevators. 


Oildraulic Elevators 


PASSENGER AND FREIGHT 


Rotary Lift Co. 
1013 Kentucky, Memphis 2, Tenn. 


Send information on [] passenger [7 freight elevators to: 


Name 
Address ee. 
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losses, particularly among the money 
market banks in the East. 

In 1960, the biggest deposit gainers 
among the billion-dollar banks, on a 
year-to-year basis, were Hanover Bank 
and Irving Trust Co. in New York, 
which are both largely “wholesalers” 
catering to big business. The giant re- 
tail banking chains in California were 
held almost to a standstill in their 
quest for new deposits. A big factor 
here was competition from savings and 
loan associations, which, on the aver- 
age, pay at least 1% more for individ- 
ual savings accounts than commercial 
banks are allowed to pay. The top 
bank savings rate, fixed by the Federal 
Reserve, stands at 3%. 

Competition from S&Ls and from 
mutual savings banks is hurting. In re- 
taliation, commercial banks are now 
pressing for elimination of the tax ad- 
vantages that the S&Ls and mutuals 
enjoy. Both S&Ls and mutuals can put 
aside, in a tax-free reserve, an amount 
equal to 12% of their share accounts or 
deposits—a provision that allows them 
to operate on a virtually tax-exempt 
basis. 


ll. The Trend to Mergers 


For the city banks, 1960 was also 
marked by a greatly intensified trend to 
mergers. 

The first break in that direction came 
last March, when the New York legisla- 
ture, in an unexpected move, partially 
relaxed its curbs on branch banking. 
The legislature also allowed the “freeze” 
on expansion of bank holding compa- 
nies to expire. 

The upshot was a rush by the biggest 
New York City banks to establish a 
toehold in the suburbs by setting up 
branches that were now legal for the 
first time. 
¢ Slow and Costly—The process of 
branching turned out to be a slow and 
costly way to get a stake in the explosive 
growth of the New York suburbs. 
Manufacturers Trust Co., which has 
New York’s largest chain of branches, 
reported that it thought the suburbs 
were already “over-banked,” and de- 
clined to apply for any branches outside 
the city limits. It became clear that 
to get maximum benefits from sub- 
urban branching, the city banks would 
have to join with existing suburban 
banks, either through a holding com- 
pany or through direct merger. 

The first proposal for a suburban 
acquisition by a New York bank came 
in September, when Bankers Trust Co. 
—sixth in deposits in the city and eighth 
in the nation—announced plans to join 
with County Trust Co., the largest in 
Westchester county, in a holding com- 
pany. 

Since September, merger proposals 
have come thick and fast: 
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¢ Manufacturers Trust and Han- 
over Bank said they planned to merge. 
This would not affect the suburbs, 
since both banks operate entirely within 
the city except for overseas offices, but 
it will have a big effect on bank com- 
petition in the New York money mar- 
ket, since it would unite a major retail 
bank (Manufacturers) with one of the 
few remaining wholesale banks (Han- 
over). 

¢ Morgan Guaranty Trust Co., al- 
ready the largest wholesale bank in the 
U.S., announced plans to set up a 
holding company to span New York 
State from end to end. This would 
probably create the nation’s largest 
bank holding company, with assets of 
over $6-billion. Currently the No. 1 
holding company is Firstamerica Corp., 
whose latest statement showed assets 
of $4.9-billion. Morgan Guaranty 
plans to join with Manufacturers & 
Traders Trust Co. in Buffalo, Lincoln 
Rochester Trust Co., National Com- 
mercial Bank & Trust Co. of Albany, 
First Trust & Deposit Co. in Syracuse, 
Oneida National Bank & Trust of 
Central New York, and First-City Na- 
tional Bank of Binghamton. All six 
upstate banks are active in retailing. 
¢ The Trend Spreads—The New York 
banks weren’t the only ones that be- 
came merger-minded during 1960: 

In Chicago, Continental Illinois Na- 
tional Bank & Trust Co.—No. 2 in the 
city behind First National Bank—an- 
nounced a merger with City National 
Bank & Trust Co. of Chicago. Had the 
deal gone through on Dec. 31, it would 
have added $392-million to Continental 
Illinois’ $2.5-billion in deposits and 
would have pushed it ahead of First 
National. Final approval would mean 
that City National and its employees 
would have to move en masse into Con- 
tinental’s giant headquarters in the 
Loop, since Illinois prohibits all forms 
of branch banking. 

In Philadelphia, in another move 
that would upset traditional leadership, 
Philadelphia National Bank is bidding 
to combine with Girard Trust Corn Ex- 
change Bank. The merger would give 
Philadelphia National about $2-billion 
in assets, clearly the biggest in its area 
and topping First Pennsylvania Banking 
& Trust Co. by a wide margin. In addi- 
tion, the branch system of the projected 
Philadelphia Girard National Bank & 
Trust Co. would blanket the Philadel- 
phia metropolitan area. 

In Boston, State Street Bank & Trust 
Co. plans to absorb Rockland-Atlas Na- 
tional Bank, in a move that would sup- 
plant National Shawmut Bank as the 
second largest in Massachusetts. The 
merged bank would have $530-million 
in deposits, compared to National Shaw- 
mut’s $452-million. However, First Na- 
tional Bank of Boston would remain far 
out in front. 





All this adds up to six major proposals 
for mergers or bank holding companies 
—each of them bound to have a major 
impact on competition—now pending 
before federal and state regulator author- 
ities. Any one of the states involved 
may thiow up a roadblock. However, it 
is much more likely that the tone will 
be established by Washington, pri- 
marily because of the new federal bank 
merger law. 
¢ Jurisdictions—This law clearly spells 
out which federal agencies have juris- 
diction over which bank mergers, and 
enumerates factors that the agencies 
must consider in weighing margers. 
National banks are under the Comp- 
troller of the Currency; state-chartered 
banks of the Federal Reserve System 
have to go to the Fed for an O.K.; 
other insured state-chartered banks— 
most of them very small—come under 
the Federal Deposit Insurance Corp. 
Bank holding companies, under a sepa- 
rate law passed in 1956, must get Fed- 
eral Reserve approval. 

The really important new twist in 

the law of last May is that for the first 
time all three agencies, plus the Justice 
Dept.’s Antitrust Div., must consult on 
the competitive factors involved in 
mergers. It is thought that the Ken- 
nedy Administration may seize this 
opportunity to set up new criteria on 
how far banking concentration should 
be allowed to go. 
e Upstate—It’s true that some of the 
proposals put a good many banking 
eggs in one or two baskets. In New 
York, the proposed Morgan New York 
State Corp. would have just under a 
quarter of all the state’s bank deposits 
outside of the New York metropolitan 
area. 

Since Marine Midland Corp., up to 
now New York’s only state-wide bank 
holding company, already has a roughlv 
similar proportion of upstate deposits. 
the Morgan deal would mean that two 
bank holding companies would control 
about half of all upstate bank deposits. 
On the other hand, none of the upstate 
banks that hope to join Morgan 
Guaranty are in direct competition with 
each other, which means that antitrust 
problems may be avoided. 

Just the same, Washington’s tradi- 
tional foes of bigness in banking are 
unlimbering their guns to attack the 
mergers. Rep. Emanuel Celler, the 
Brooklyn Democrat who rules the 
House Judiciary Committee, has as- 
sailed the Morgan proposal much as 
he attacked the 1959 merger of J. P. 
Morgan & Co., Inc., with the Guaranty 
Trust Co.—that time with little ap- 
parent effect. Rep. Wright Patman 
(D-Tex.) has commissioned a lengthy 
study for the House Select Committee 
on Small Business seeking to show that 
big bank mergers reduce the credit 
available for small business. &ND 
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Down for Month, Up tor Year 


MEASURE OF PERSONAL INCOME 





Millions of Dollar 









































4 (S lly Adjusted) % CHANGE 
1953-55 NOVEMBER OCTOBER NOVEMBER vs. 
STATE AVERAGE 1959 1960 1960 YEAR AGO 
Alabama ........ $286.4 $350.4 $386.8 $381.6 + 8.9% 
MM Sage cs Beeratle 41.9 47.1 48.1 49.5 + 5.1 
Arizona ........ 126.9 198.1 240.0 229.0 + 15.6 
Arkansas ....... 153.5 181.0 209.1 193.4 + 6.9 
California ....... 2,341.7 3,461.0 3,833.0 3,831.3 + 10.7 
Colorade ........ 217.2 306.2 341.9 343.6 +12.2 
Connecticut ..... 440.7 576.2 627.1 604.1 + 4.8 
Delaware ....... 78.6 109.4 128.3 129.1 + 18.0 
District of Columbia 158.2 184.4 198.6 200.6 + 8.8 
ES eee 456.8 821.6 906.3 897.0 + 9.2 
Georgia ........ 383.2 487.2 537.7 509.1 + 4.5 
Hawaii ......... 76.0 109.8 114.4 114.2 + 4.0 
MD 3 ois os wis eS 74.5 92.3 93.5 90.9 — 1.5 
PE 1,677.5 2,142.3 2,270.3 2,246.2 + 4.8 
Indiana ......... 663.5 788.7 886.2 874.9 + 10.9 
MME 5. oxic wie Hate 357.3 433.1 493.8 478.6 +10.5 
ee ere 281.8 332.1 382.3 378.4 + 13.9 
Kentucky ....... 307.1 379.1 389.5 396.1 + 4.5 
Lovisiana ....... 318.3 407.0 442.9 423.1 + 4.0 
Maine .......... 112.8 144.3 150.6 148.7 + 3.0 
Maryland ....... 432.3 587.1 623.0 617.4 + 5.2 
Massachusetts ... 799.8 1,019.9 1,102.7 1,074.6 + 5.4 
Michigan ....... 1,234.1 1,408.3 1,557.1 1,604.7 + 13.9 
Minnesota ...... 434.8 550.3 623.0 617.2 +12.2 
Mississippi ...... 160.9 185.6 192.0 184.4 — 06 
Missouri ........ 600.9 766.9 823.0 813.3 + 6.1 
Montana ........ 92.3 97.2 116.3 111.7 + 14.9 
Nebraska ....... 182.5 226.4 255.0 253.1 +11.8 
Nevada ........ 43.1 63.1 73.4 73.8 + 17.0 
New Hampshire . . 7o.2 99.8 100.7 99.3 =- 6.5 
New Jersey ..... 982.9 1,309.4 1,332.5 1,384.7 + 538 
New Mexico ..... 91.8 135.4 151.8 143.8 + 6.2 
New York ...... 2,887.9 3,771.1 3,901.0 3,911.0 + 3.7 
North Carolina ... 429.0 518.0 568.0 571.3 + 10.3 
North Dakota .... 67.4 ve 90.6 89.0 + 24.1 
ee eee 1,476.3 1,801.3 1,980.5 1,956.5 + 8.6 
Oklahoma ...... 268.5 334.8 356.1 357.0 + 6.6 
Oregon ........ 249.8 317.6 325.4 324.2 + 2.1 
Pennsylvania .... 1,678.6 1,998.5 2,128.3 2,112.0 + 5.7 
Rhode island .... 129.9 151.3 162.2 158.0 + 4.4 
South Carolina... 210.0 253.9 274.0 281.7 + 10.9 
South Dakota .... 73.7 80.7 94.4 94.7 + 17.3 
Tennessee ....... 345.9 432.5 469.7 466.6 + 79 
Wes | sie 1,132.9 1,469.4 1,567.7 1,571.7 + 7.0 
eee ea 98.1 124.4 149.0 150.4 + 20.9 
Vermont ........ 45.9 | 60.7 59.9 + 4.2 
WHMING .. <n cwces 383.3 585.7 623.5 618.0 + 5.5 
Washington ..... 418.0 526.5 546.9 550.3 + 4.5 
West Virginia ... 209.7 248.6 263.6 261.0 + §.0 
Wisconsin ...... 2 528.2 687.7 720.1 722.4 + 5.0 
Wyoming ..... zs 45.9 55.8 57.5 56.6 + 1.4 
NATION ....... $24,363.5 $31,487.7 $33,970.1 $33,809.7 + 7.4% 


November, 1960, preliminary; October, 1960 and November, 1959, revised. 


34 Regions 


@©ausiness WEEK 


November incomes dropped . 


0.5% below October’s but rose 


over year-ago. Farm and copper | 


mining states gained the most. 


When the business slowdown started 
last spring, its influence was confined 
to durable goods. By November, other 
industries had begun to feel the pinch. 

Twelve of the 21 major manufactur- 
ing industries reported either larger- 
than-usual declines or job cutbacks 
instead of the customary gains from 
October to November. In addition, the 
rise in trade employment that marks 
the usual buildup to the Christmas sell- 
ing season was less than average. 

These contra-seasonal factors, com- 
bined with shorter work weeks in sev- 
eral industries, resulted in a drop of 
0.5% in BUSINESS WEEK’s Measure of 
Personal Income from October to 
November. Over the month, incomes 
slipped in 34 states. 
¢ Year-to-Year Gain—A more cheering 
picture emerged in the year-to-year 
comparison. For the nation as a whole, 
incomes in November, 1960, gained 
7.4% over the comparable month a 
vear earlier. Notable gains centered in 
farm areas and copper mining states. 

Receipts from bumper crops more 

than offset smaller livestock marketings 
in most farm states. Iowa, Kansas, 
Nebraska, Wisconsin, Minnesota, North 
and South Dakota, North Carolina, and 
Texas posted healthy increases over 
1959 cash receipts. ‘That was a result of 
an exceptionally good spring wheat 
crop, improved prices for hogs, eggs, 
and turkeys, a fine tobacco and soybean 
harvest, and a later-than-usual cotton 
harvest in the Southwest. 
e End of Strikes—Much of the im- 
provement in the copper mining states 
came from the ending of the strike that 
idled miners from August, 1959, 
through February, 1960. Although 
copper mining employment remained 
below earlier peaks due to the general 
slowdown in metalworking industries, 
work forces in Arizona, Utah, New 
Mexico, Nevada, and Montana were 
at least double those of last year. 


For the first time since July, re- | 


covery from the steel walkout was no 
longer a factor in the big industrial 
states, for most steel plants were back 
in production by mid-November, 1959. 
In fact, steel payrolls were substantially 
lower in November, 1960, because of 
the low operating rate. 

In most industrial areas, the effect 
of layoffs was cushioned by increased 
unemployment benefits. END 
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In Washington 


Senate Report Urges Federal Government 
Set Up Major Water Development Program 


Public and private spending of some $200-billion for 
water development by the year 2000 is foreseen in a 
long-awaited report by the Senate Select Committee on 
National Water Resources. 

The committee, headed by Sen. Robert S. Kerr (D- 
Okla.), predicts that nuclear reactors will offer little com- 
petition to conventional electric power generation. Hy- 
droelectric and steam-plant generation are top users of 
water-in the U.S. now, and will continue to be through 
the turn of the century, the report asserts. 

The Kerr committee says the federal government 
should take a greater hand in marshaling the nation’s 
rivers and reservoirs for all kinds of development. 

Among major recommendations: The federal govern- 
ment in cooperation with the states should prepare and 
maintain comprehensive development and management 
plans for all major river basins, including prospective 
water demands and projects requiring Congressional 
authorization. Federal and state governments should 
encourage efficient water use and development through 
flood plain regulation and immediate studies of regions 
where water shortages will be most acute by 1980 and 
of needs for major reservoirs. Public hearings should be 
held so state, local, and business interests can participate. 

Also, Washington should set up a 10-year program of 
financial aid to states for development of comprehensive 
water plans—a minimum of $5-million annually during 
the period; and plans should be laid for a coordinated 
scientific water research program. 


NASA Gets Administrator, Not a Scientist, 
To Guide Non-Military Space Development 


James E. Webb, an administrator, not a scientist, has 
been appointed to head the National Aeronautics & 
Space Administration, the federal agency charged with 
the non-military aspects of space development. 

The appointment represents a victory for Vice-Pres. 
Lyndon B. Johnson and Sen. Robert S. Kerr, both active 
in Senate space matters, who plugged for the adminis- 
trator approach, and who backed Webb. 

Webb, no stranger to government, was Harry S. Tru- 
man’s Director of the Budget and Under Secretary of 
State. He is president of Educational Services, Inc., 
a nonprofit organization for the improvement of high 
school science teaching, a director of McDonnell Air- 
craft Corp., and assistant to the president of Kerr-McKee 
Oil Industries, Inc. 

Webb, 54, is a North Carolinian, who attended the 
University of North Carolina and George Washington 
Law School. 

Dr. Hugh L. Dryden, Deputy Administrator of NASA, 
will continue in that capacity under Webb. Dryden 
served as acting administrator during the government 
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MORE NEWS ABOUT GOVERNMENT ON: 


@ P. 40—The face of the new Administration: 
some decision makers. 





changeover following the departure of Dr. T. Keith 
Glennan. 


Also, Robert A. Wallace, 40, has been named an eco- 
nomic adviser to Treasury Secy. Dillon. He was staff 
director of the Senate Banking & Currency Committee 
for several years and was an economic consultant to 
Kennedy during the Presidential campaign. 


Martin Co. Presses Subcontractors 


To Cut Missile Costs Still Further 


Defense contractors on production-line missile con- 
tracts are being squeezed to cut prices and, in turn, are 
putting the squeeze on their own subcontractors. 

Martin Co., for example, called together its subcon- 
tractors last December and told them to come up with 
a 30% cost reduction on components going into its Bull- 
pup missile. Several companies have already answered 
with 15% to 20% cost reductions, without change in 
components supplied. Martin expects similar action by 
most of its subcontractors on that missile. 

Martin, the prime contractor, has reduced Bullpup 
production costs by upward of 50% in the two years it 
has been in production. Its latest action reflects the 
lengths to which contractors are going to hang on to 
defense contracts during a growing dollar pinch. 


Two Railroads Lose First Round 
In Fight to Acquire Barge Line 


Railroads have suffered a setback in their drive for 
government sanction to own and operate competing 
forms of transportation. An Interstate Commerce Com- 
mission examiner ruled against an application by the 
Illinois Central and Southern Pacific RRs to buy John I. 
Hay Co., a barge line operating along the Mississippi 
and its tributaries. 

At present, the railroads’ authority to move into 
truck, barge, and airline operations is sharply restricted. 
The rail lines are putting up a vigorous battle for the 
so-called “common ownership” principle (page 56). 

They argue that because the competing modes of 
transportation benefit from government subsidies for 
highways, waterways, and airways operations, the rail- 
roads suffer a competitive disadvantage that can be 
overcome only by allowing them to diversify into other 
fields of transportation. The Hay case is a major test of 
that argument. 

Examiner Hyman J. Blond said he would approve the 
acquisition only if stringent safeguards were imposed. 
The main one would prevent Hay from hauling freight 
that did not have a prior or subsequent rail movement. 

Blond’s decision will be appealed to the full 11-man 
commission and probably will wind up in the courts. 
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The Face 


Making 
Decisions 
On Business 
Matters 





CARLISLE P. RUNGE, 40, Asst. Secre- 
tary of Defense (Manpower). University of 
Wisconsin law professor since 1951, before 
that, Assistant U.S. Attorney. Was a major 
in World War II, now commander of a 
National Guard unit. 





EDWARD GUDEMAN, 54, Under Sec- 
retary of Commerce. Had a career with 
Sears, Roebuck & Co., resigned as vice- 
president in 1959. A partner in Lehman 
Bros., investment banking firm. He is a 
merchandising expert. 


40 (Government 


of the New Administration - 





JOHN E. HORNE, 53, Administrator, 
Small Business Administration. Admin- 
istrative assistant to Sen. John Sparkman 
since 1947, except during 1951-53 when 
he was administrator of Small Defense 
Plants Administration, predecessor to SBA. 





CHARLES J. HITCH, 51, Asst. Secre- 
tary of Defense (Comptroller). Chief of 
the Research Council of Rand Corp., a 
Rhodes scholar, author of Economics of 
Defense in the Nuclear Age. He held sev- 
eral wartime government posts. 





HERSCHEL C. LOVELESS, 49, mem- 
ber of Renegotiation Board. Two-term 
Democratic governor of Iowa, defeated last 
fall in bid for U. S. Senate seat. He was 
mayor of Ottumwa 1949-53, and owner 
of a municipal supply business 1953-56. 


JAMES J. REYNOLDS, 58, Asst. Secre- 
tary of Labor. Vice-president for Opera- 
tions of Alco Products, Inc., and member 
of National Labor Relations Board 
1946-52. He was a Navy commander in 
World War II. 





THOMAS D. MORRIS, 47, Asst. Secre- 
tary of Defense (Supply & Logistics). Was 
assistant director of the Budget Bureau, 
former Deputy Asst. Secretary for Supply 
& Logistics, and special assistant to Deputy 
Secretary of Defense. 





JOHN MOORE, 57, Administrator, Gen- 
eral Services Administration. Vice-presi- 
dent of University of Pennsylvania since 
1954. Before that held government posts 
including regional official of War Produc- 
tion Board and Philadelphia office of GSA. 
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Making 
Decisions 
On Military 
Matters 


'Some Decision Makers 





JOHN B. CONNALLY, 43, Secretary of 


the Navy. He is a long-time aide to Vice-— 


Pres. Lyndon Johnson, and a practicing at- 
torney in Ft. Worth, Tex. He is co-ex- 
ecutor of the estate of Texas oilman Sid 
W. Richardson. 





PAUL B. FAY, Jr., 42, Under Secretary 
of the Navy. Executive vice-president of 
Fay Improvement Co., a heavy construc- 
tion company. He commanded a PT boat 
in Pres, Kennedy’s squadron. Was chair- 
man of Local Citizens for Kennedy. 


KENNETH E. BELIEU, 47, Asst. Secre- 


tary of the Navy (Materiel). He was staff 


director of Senate Space Committee, be- 
fore that a staff member of Senate Armed 
Services Committee. A former Army ofh- 
cer, he held various Pentagon jobs. 


Making 
Decisions 
On Foreign 
Matters 





JOH M. LEDDY, 46, Asst. Secretary of 
the Treasury for International Affairs. Was 
special assistant to Douglas Dillon when 
Dillon was Under Secretary of State. He 
advocates generous trade and aid policies, 
support of European Common Market. 





FRANK M. COFFIN, 41, Director, De- 
velopment Loan Fund. Lawyer, two-term 
congressman from Maine, on House For- 
eign Affairs and Joint Economic Commit- 
tees, member of House liberal bloc. Was 
candidate for governor of Maine last year. 





ELVIS J. STAHR, JR., 44, Secretary of 
the Army. President of University of 
West Virginia. Special assistant to Army 
Secy. Frank Pace during Korean War, 
served on Kennedy’s depressed areas task 
force. Combat officer in World War II. 
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EUGENE M. ZUCKERT, 49, Secretary 
of the Air Force. A Washington attorney 
specializing in atomic energy affairs. Was 
assistant to Stuart Symington in OCD Sur- 
plus Property Administration, Asst. Secre- 
tary of Air Force, member of AEC. 


HENRY R. LABOUISSE, 57, Director, 
Internationa) Cooperation Administration. 
Consultant to World Bank, served with 
Stte Dept., Mutual Security Agency, di- 
rected U.S, relief work in Palestine. Has 
conservative approach to foreign aid. 
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Face of the New 


Administration 





JAMES M. LANDIS, 61, Special Asst. to 
President for Regulatory Agencies. New 
York lawyer, former chairman of SEC 
and of CAB, and member of FTC. He 
will draft proposals to speed administra- 
tive decisons, curb improper influence. 





JOHN W. BUSH, 51, member of Inter- 
state Commerce Commission. Ohio direc- 
tor of commerce, before that director of 
purchasing. He was a cabinet member in 
Ohio longer than any man in Ohio history. 
Formerly ran his own accounting firm. 





JOSEPH C. SWIDLER, 53, Chairman-to- 
be, Federal Power Commission. A Nash- 
ville lawyer since 1957, before that lawyer 
with the Tennessee Valley Authority for 
24 years. He favors active development of 
both public and private power. 


42. (fovernment 


(continued) 





MORTIMER CAPLIN, 44, Commis- 
sioner of Internal Revenue. Professor at 
University of Virginia. He favors cutting 
tax rates on highest and lowest income, 
groups, closer scrutiny of expense accounts, 
and increased auditing. 





NEWTON MINOW, 34, Chairman, Fed- 
eral Communications Commission. Rela- 
tively inexperienced in broadcasting, brings 
“fresh look” to FCC problems. Law part- 
ner of Adlai Stevenson, assistant to Steven- 
son when he was Illinois governor. 





HOWARD MORGAN, 46, member of 
Federal Power Commission. Part owner of 
Portland (Ore.) construction firm, State 
Public Utilities Commissioner 1957-59, 
former State Democratic chairman. Has 
reputation as public power advocate. 





| of the Interior. 


' nicipal Utilities District. Is a former staff 
| member of House Interior Committee. 





On Public 











JAMES K. CARR, 46, Under Secretary 
Was unsalaried chairman 
of California Water Commission,. and as- 
sistant general manager of Sacramento Mu 








REX WHITTON, 62, Federal Highway 
Commissioner, Served 40 years with the 
Missouri Highway Dept., was chief engi 
neer since 1951. 


J 

i: 

iY 36 

NAJEEB E. HALABY, 45, Administrator, t 
Federal Aviation Administration. Los An- 
geles attorney and financier, secretary- 

treasurer of Aerospace Corp., which serves a 

as consultant firm on missiles and space. t 


Was Navy test pilot in World War II. 
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Air Express has priority...in the air and on the ground 


lt doesn’t matter whether your product is large or small... travelling 300 miles or 3000. The moment 
you call AIR EXPRESS (and one call is all it takes), the nation’s largest air-ground shipping service 
is on your team. That means your shipment gets top priority on all 35 scheduled U. S. airlines—first 
on, first off. It’s picked up and delivered—door-to-door—by a special fleet of 13,000 AiR EXPRESS 
trucks, many radio-dispatched. And it always gets the 

kid-glove handling it deserves, to 23,000 communities in 

a/l 50 states. These are just some of the reasons why, more 

than ever, it pays to think fast, think AiR EXPRESS first. = 

CALL AIR EXPRESS DIVISION OF ReEeA EXPRESS > GETS THERE FIRST VIA U. S. SCHEDULED AIRLINES 





INDUSTRIES 

















Liquor Sales Break a 15-YeaR 





(Percent of Total Liquor Consumption) 
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44 Industrics 


Liquor sales at retail finally set a 
new record of an estimated 232.5- 
million gallons in the U.S. last year. 
It took the industry nearly 15 years to 
top the previous record of 231-million 
gallons, set in the postwar restocking 
year of 1946. 

The new record has more than 
statistical significance. It refutes the 
widespread theories of a few years ago 
that the distilling industry (cover) was 
at best stagnant, at worst sick. ‘The 
picture above, which arrays some of 
the leading brands, and the tables on 
these pages give evidence of the in- 
ony s new vitality: 

The leading ‘brands, which give 
the saddustoy? s stability and profits such 
a lift, more than held their own this 
year. Their sales volume increased by 
a healthy margin. 

¢ More strong brands are emerg- 
ing in the growing diversity of con- 
sumer tastes. Categories such as 
vodka, Scotch, and Canadian con- 
tinued to gain at the expense of 
blended straight whiskeys. 

¢ New company names achieved 
the kind of sales volume that puts them 
On BUSINESS WEEK’s exclusive listing 
of leading brands. This year, Bucking- 
ham Corp. and American Distilling 
Co. made the list for the first time. 
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¢ For most distillers, profits main- 
tained the climb of the past few 
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vears. This fact has not been lost 
on the financial community, which now 
regards distillers’ stocks as respectable 
growth issues. 

¢ Gains Come Harder—The industry 
itself is taking a conservative view of 
the future. Most marketing research 
men on distiller staffs say over-all sales 
may slip back from the new peak 
attained last year. ‘hey feel the in- 
dustry has reached a plateau. 

It may be 1963 or 1964 before the 
industry can scale a higher peak, says 
Robert Soderman, market research 
director for James B. Beam Distilling 
Co. 

As im most other industries, the 
immediate worry is the recession. 
Liquor is a hardier industry than it 
used to be—time was when a sneeze 
in the general economy meant pneu- 
monia in the distilling business. Since 
then, more people have become con- 
sumers of liquor, and they have a 
cushion of more discretionary-spending 
dollars than liquor buyers used to have. 
Yet an economic downturn has _ its 
unsettling effects on the industry. 
¢ Reaction to Slump—In a mild down- 
turn, and that’s what everyone in the 
industry expects this one to be, con- 
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Canadian Club ..... 2,050 
Calvert Reserve ..... 1,800 
Schenley Reserve ... 1,800 
Jim Beam ......... 1,700 
Early Times .: 2.66 tee 
Corby’s Reserve .... 1,375 
Ancient Age ....... 1,375 
Fleischmann Preferred 1,250 
FourRoses......... 1,200 
Old Taylor... icicce Bee 
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Kentucky Gentleman. 800 
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Black & White ...... 800 
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sumers continue to spend their discve- 
tionary dollars on liquor. But they do 
economize, often in small and unpre- 
dictable ways. ; 
Figuring out the consumer's small- 
change thinking can mean a lot of 
money to a distiller. Brown-Forman 
Distillers Corp. estimates, for example, 
that the industry lost about 6-million 
gallons in sales during the 1957-58 re- 
cession, but the extraordinary shifting 
from one brand to another involved 
many times that volume of liquor. 
Brown-Forman theorizes that, in a 
recession, the consumer sticks close 
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DISTILLER 

Seagram Blend 

Seagram Canadian 
Walker Blend 

National Bond & Straight 
Walker Canadian 
Seagram Blend 

Schenley Blend 

Beam Straight 
Brown-Forman Straight 

Walker Blend 

Schenley Straight 
Fleischmann Blend 

Secgram Blend 

National Bond & Straight 
Seagram Blend 

Waiker Bond & Straight 
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Barton Straight 
Seagram Blend 
Fleischmann Scotch 
Publicker Bond & Straight 
21 Brands Scotch 

National Bond & Straight 
Glenmore Biend 
Buckingham Scotch 

National Blend & Straight 
Schenley Straight 
American Straight 
National 

Renfield 

Fleischmann 

Seagram 

Walker 

Heublein 


to his regular price bracket but shades 
his buying to a brand in that category 
that may be a few cents cheaper. ‘The 
company says such recession behavior 
may now be benefiting two cheaper 
bourbons, Hiram Walker & Sons, 
Inc.’s Ten High and American Dis- 
tilling’s Bourbon Supreme. 

Other distillers suggest that a con- 
sumer changes his buying habits more 
drastically, dropping several notches 
down the price scale or even switching 
from, say, bourbon to gin. 

Joseph E. Seagram & Sons, Inc., dis- 
agrees with both theories. It contends 
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Using a Weber Handprinter and 
Stencil, one man addresses 45 to 
60 cartons a minute with “‘just a 
touch.”” He does the work of five 
or six people using other methods. 
After the shipment is addressed 
the inexpensive stencil is discarded 
—there’s nothing to save or file. 
If your office is currently typing 
labels, your plant cutting stencil- 
boards or using rubber stamps, 
you can cut most of your marking 
costs in half with a modern touch 
stencil system. Perhaps, you’ll want 
to prepare the stencil in the office 
as a by-product of the order-in- 
voice. That’s the Tab-on system. 
You may prefer to type a contin- 
uous-form stencil (the Continu- 
matic) from tabulating cards. Or, 
you may want to have your com- 
pany logo die-cut in the stencil for 


Weber 


Reduce your multiple carton addressing 
and marking costs with “TOUCH STENCILING!”’ 


Oa ee es ees ees \ 
WEBER MARKING SYSTEM, INC. hess 
Dept. 15-B 
Weber Industrial Park 
Mount Prospect, Illinois 
Send me your new bulletin, 
TO STREAMLINE SHIPMENT ADDRESSING.’ 





direct-to-carton addressing. 

In any event, there’s a Weber 
stencil and handprinter to fit every 
marking job, wherever it may be— 
plant, office, production, receiv- 
ing, etc. 

For full information on low cost 
addressing and other multiple 
marking operations requiring from 
five to a thousand impressions, send 
for your copy of the 16 page book- 
let “7 SYSTEMS TO STREAM- 
LINE SHIPMENT ADDRESS- 
ING.” Mail the coupon. 
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The Weber Stencil can be typed as a 
by-product of forms. 
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that the consumer remains true to his 
brand but buys less of it. The quart 
buyer takes a fifth instead; the buyer 
of fifths turns to pints; the bar patron 
may drink at home where it’s cheaper. 
¢ Different Sizes—It’s possible that the 
consumer will get even more flexibility 
for moving up and down the size range 
in 1961. Late last year, Schenley Indus- 
tries, Inc., stirred controversy by pro- 
posing the legalizing of several new sizes 
of liquor bottles, such as one-third and 
one-sixth of a gallon. It referred to con- 
sumer surveys that it said showed 
a desire for greater diversity in package 
sizes. 

The shift to the smaller sizes, which 
are proportionately higher priced than 
the big bottles, would help to solve a 
problem that faces all distillers—the in- 
ability to raise prices. But most of the 
industry opposes the Schenley proposal 
because it would add more stock to the 
dealers’ already heavily laden shelves. A 
tuling is expected from the Treasury 
Dept.’s Alcohol & Tobacco Tax Div. in 
a few months. 

e Test of Strategy—Consumer behavior 
in the current recession will test all 
the distillers’ pricing theories. 

Brown-Forman has concentrated on 
a line of higher-priced products such 
as Old Forester, Jack Daniels, the Early 
Times; Seagram, too, has strongly pro- 
moted its higher-priced brands. 

On the other hand, National Distill- 
ers & Chemical Corp. offers at least 
one established brand of bourbon in 
each of the principal price brackets, and 
Beam has a similar price span in its Jim 
Beam bourbons. These companies hope 
thus to retain any customers who are 
working their way down the price lad- 
der. 
¢ Depressed Class—Industry authority 
Clark Gavin calls attention to the class 
nature of the recession so far, with un- 
employment hitting harder at certain 
groups, such as the Negroes. The eco- 
nomic condition of Negroes has special 
importance for the Jiquor industry; sub- 
stantial volume is at stake. 

Barton Distilling Co. reports an ex- 
ample of this effect in the important 
Negro market of Baltimore. The com- 
pany notes a sizable decline in sales of 
its half-pints of Kentucky Gentleman 
at $1.42 but a doubling of its sales of 
quarter-pints at 77¢. 


The Sales Leaders 


As it has for years, Seagram’s 7 
Crown continued to tower over the 
rest of the whiskey brands, and it did 
it more impressively than ever. For 
several years, its industry-leading sales 
have been static or sometimes slipping 
slightly; this year it broke out with a 
200,000-case increase in BUSINESS 
WEEK’s estimates. Seagram had shifted 
its advertising pitch from the bottle 
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ROCKETS ZOOM...THAR TO COLUMBIA-SOUTHERN CHEMICALS 
Our country’s missile and rocket program relies heavily on basic chemicals. Hydrazine, the high weight- 
to-energy fuel, is derived from ammonia. Soda ash and caustic soda are used in producing aluminum, the 
metal so highly favored for rocket and missile construction. And many of the intricate metallic mech- 
anisms that go into the mighty ‘birds’ are degreased with the solvent, trichlorethylene. Columbia- 


Southern supplies these and other basic chemicals to leading columbia southern 
organizations in virtually every manufacturing and processing Pp c emicals 
industry. Over the years, discriminating buyers have found that CHEMICAL DIVISION 


: . . : . PITTSBURGH PLATE GLASS COMPANY 
they like doing business with Columbia-Southern. You will too. owe cateway center — PITTSBURGH 22, PENNSYLVANIA 
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volume sellers. Two years ago, only one 
brand name made the list of leading 
liquors; this year three brands appear 
on the list. 

Problems are rising for Scotch, 
though. It was once exclusively a 
premium-priced type of liquor; now it 
has entries in the below-$5 group. 
Barton even brought out a brand this 
year that sells for around $4 in the 
Chicago area. 

According to rumors from the High- 
lands, the chronic scarcity on which 
Scotch is priced high may have given 
way to an actual oversupply of Scotch 
on hand and an overcapacity for pro- 
ducing more of it. Perhaps as a result 
of this situation, more Scotch is start- 
ing to enter the U.S. in bulk, for bot- 
tling here and sale at lower prices. 

Canadian whiskey, also growing in 
popularity, may also have a harder time 
maintaining its place among premium- 
priced liquors. Seagram’s VO and 
Canadian Club have set the pace and 
the price, but Schenley is now taking a 
determined crack at their premium posi- 
tion by offering its O.F.C., two years 
older, in the same price bracket. 


Ili. What's Ahead 


The industry reads the 1960 statistics 
as showing the end of a couple of 
trends that had been running for years. 
One is the increasing competition 
from imported liquor; the other, the 
movement of the industry toward 
diversification in unrelated fields. 
¢ Buy American—In a recent analysis, 
Hiram Walker, a large factor in both 
domestic and imported types, noted a 
leveling-off among imports. American 
Distilling speaks of a more substantial 
market for domestic liquors among 
U.S. armed forces overseas, now that 
the balance-of-payments problem has 
led to imposition of Buy American 
tules on post exchange procurement 
officers. 

Moreover, if import regulations are 
stiffened further to discourage the gold 
drain, imported liquors will undoubt- 
edly be among the first goods to be hit. 
Liquor is a politically soft target, often 
catches the brunt of any tax increase. 
¢ Stick to Your Last—Last year appar- 
ently marked a reversal of the concerted 
movement of distillers into other fields. 
Many writers of market letters com- 
mented that the profits were better in 
companies that concentrated on distill- 
ing. 

Schenley last vear sold its pharma- 
ceutical division to Rexall Drug & 
Chemical Co. National Distillers & 
Chemical Corp., though it announced a 
merger this week with Bridgeport Brass 
Co., shows figures that suggest the com- 
pany’s distilling operations’ improved 
earnings were dragged down by chemi- 
cal operations. END 
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Baltimore could fill these seats 
with men who kead its businesses 


TALK ABOUT DIVERSITY! 39,000 separate businesses, in Balti- 
more and its adjacent counties, are 30,000 good reasons for bringing 
your new plant here. As supplicrs, of everything from steel to 
steamed crabs, these companies can fill your needs fast and 
economically. As customers, these companies can buy plenty of what 
you make. As producers, Baltimore-area manufacturers are diver- 
sified enough to keep the regions economy outstandingly stable, 
persistently prosperous. And Baltimore has much more to offer .. . 


PORT AND TRANSPORT: The 
No. 2 U.S. port in foreign tonnage, Balti- 
more also ships via 3 trunkline railroads, 
150 interstate truck lines, 12 airlines. 
New expressways and beltways abound; 
more are abuilding. 


HALF-NATION MARKET: Half 
the buying population of the U.S. is 
within 48 hours bulk-delivery time. Rich 
local markets, Baltimore plus Washing- 
ton, adjoin those of the Northeast, the 
South and Midwest. 


For confidential plant site facts and 


SITES OF ALL SORTS: Ideal 
locations for light, medium or heavy 
rdustry. Urban, waterfront and open- 

untry sites have continuing zoning 
protection, good utilities, a nearby 
skilled labor supply. 


GOOD-LIVING EXTRAS: Balti- 
more is internationally renowned for its 
medical and educational institutions. 
Enjoy Chesapeake Bay water sports, 

g-league baseball and football, con- 
genial climate. 


zures, contact Robert J. George, 


The Baltimore Gas and Electric Company, Baltimore 3, Md. 


Give your business the competitive advantages of 


BALTIMORE 


Industries 





49 


repo 





San ere hd 





A behind-the-scenes look at 


ow Allis-Chalmers powe : 




















Allis-Chalmers Allis-Chalmers 
nuclear reactor steam turbine-generator 














ag! ye { = | ra fi ae 
G —" Ff ee ; 
rN % 4 5 a La ae 
ail Vuytl ~*~ / 
. Ai Se > \ a | y 
CE (.\ Boy | i P 
H 1 ONS 
Es 4 
} ee oe EE 
| Allis-Chalmers mee 
« hydraulic turbine-generator maine 
Re 
Allis-Chalmers power transformer 
boosts the voltage 
Allis-Chalmers circuit breaker 
protects the system ; 
Is-Ch 
listri 
wa 
\ / 
7 Sr , 2 > s Gy : 
ee Ss 
FEB. 5-11, 1961 " 
s-Cha 
ilator 


FTA 61 6) 





America’s electric utilities operate vast hidden networks like you see here 
to bring full housepower to your home, business or industry. In 1961 alone, 
they are investing billions of dollars in anticipating your growing needs. 


With their help . . . and Allis-Chalmers power equipment, you live and 
work better electrically every year. Allis-Chalmers, Milwaukee 1, Wisconsin. 


| 6 
equipment serves you! 


is-Chalmers unit substation 
listributes power locally 
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Rail Giants Vie to Adopt Western P 


On a railroad map of the U.S., the 
Western Pacific RR doesn’t cut much 
of a figure. By contrast with the great 
trunk lines, its 1,200 miles of mainline 






| 
~. track look anything but robust. The 
en WP is, in fact, what railroad men call | 
gy WASHINGTON = 7 : bridge a : link between other and 
bigger railroads. 1 
7. ” a ne Right now, however, the Western 
P Seattle ry *& ao™ te Pacific is one of the most passionately | 
= g € coveted roads in the country—at a time | . 


¢ 
k 


when many lines are contemplating 


H | wr mergers as a way of bolstering their 

Portland am Sl nu? . MONTANA financial positions. ‘Iwo western giants | l 

Ee = aes } of transportation, the Southern Pacific | | 

GREAT in San Francisco and the Atchison, To- | | 

) peka & Santa Fe Ry. in Chicago, are | I 

t engaged in a verbal and financial slug- | t 

e NORTHERN “ fest For control of the WP. Next week l 

é ‘ the Interstate Commerce Commission s 

i . ~ will hold a prehearing conference in ; ¢ 

i OREGON [ om an effort to begin sorting out the posi- € 

' tions of the contenders. € 

¥: & ' IDAHO ¢ Battle Lines—F or its own part, West- 

: .* ern Pacific appears to have accepted as I 

' ss inevitable the surrender of control to b 

| Wiis ' somebody. Meanwhile, it has lined up S 

| ‘ SOUTHERN PACIFIC ~> Pe oe _ peg Fe to oppose Southern Pa- ‘ 
' cific’s bid. 

Ogden ; The stakes are big and the rhetoric t 

f Vr en knifing the air in California is redolent c 

y ~*~ - 2h of the less-cultured barbs exchanged by l 

& WESTERN Shieh” = get! ore hs ana eae, M 

i . ould, Edward H. Harriman, James J. SI 

f | ai ia PACIFIC City Hill and Collis P. Huntington. te 

San- if Stockton “We'll fight them on every battle- P 

Francisco \ ,, field,” Vice-Pres. Leo E. Sievert of Santa t 

' % vf NEVADA ‘ Fe told a forum of public officials and S 

% % x. | UTAH civic leaders gathered in Sacramento 

> © recently to hear all the adversaries. n 

%, % | “And maybe on every street corner,” P 

* } snapped Vice-Pres. Benjamin F. Biag- a 


l. Key Transport Link 


;. » D tie in casi gini of Southern Pacific. “ 
£ SANTA FE - i 





“ey ARIZONA t 

< Am, hey : The map shows why the battle is so 1 

- 4% "ny ot. og "4 ta hot. Western Pacific, based in San 0 

10s Meee “940° =e AEANey, ty wns Francisco, links the western terminals al 
9 ‘aay of Santa Fe and Great Northern Ry. : 
SOUTHERN | in California—enabling all of them to : 

: compete with SP for traffic in the coastal < 

PACIFIC tier of states. And WP strikes out from ay 

cee Oakland to Salt Lake City via the PI 

ee low-grade Feather River route in com- ; 

i petition with SP’s somewhat shorter tr 

ie ' but steeper overland route to Ogden. li 

~ Western Pacific thus holds the key to : 

‘ Tg the only rail competition that exists for > 
ss = Southern Pacific in its home territory. P 

WESTERN PACIFIC: i ete me A glance at WP’s 1959 traffic figures re 
- shows the extent to which it is de- re 

‘i pendent on other carriers. Of 7-million Sa 

Small Road in a Strategic Spot tons of revenue freight that moved ab 
over WP lines, WP originated and = 

©BUSINESS WEEK delivered on its own lines only 12%. en 

ur 
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It originated and delivered to connect- 
ing carriers another 23%. All the rest, 
almost two-thirds of the total, came 
from connecting carriers; and about 
two-thirds of that (around 43% of all 
revenue tonnage) was strictly “bridge” 
trafic—such as a car of Oregon news- 
print originated by Great Northern 
for delivery by Santa Fe in Arizona. 
The 66,000 cars of freight that West- 
erm Pacific and Santa Fe interchanged 
in 1959 earned revenues of $18.6-mil- 
lion for Santa Fe. 

¢ Looking Ahead—It’s not only the 
present trafic that the rival claimants 
have their eves on. They're looking to 
the future. Since the war, California 
has been one of the fastest growing 
states. Western Pacific happens to have 
deep roots in the two sections of north- 
ern California which may have the great- 
est growth potential—the Sacramento 
and Santa Clara vallevs. True, Southern 
Pacific is the dominant rail carrier in 
both areas, but Western Pacific repre- 
sents strong rail competition. 

If SP wins the present contest, says 
Santa Fe, you can look for a return to 
the “economy-strangling monopolistic 
conditions” of half a century ago. ‘Trans- 
lated loosely, that means that Santa Fe 
would expect to be left with an expen- 
sive piece of railroad that has no place 
to go. Great Northern, based in St. 
Paul, Minn., shares this fear so earnestly 
that it has thrown its support behind 
Santa Fe. 

Southern Pacific, on the other hand, 
makes the economically _ persuasive 
point that with control of WP, it could 
eliminate wasteful duplications of serv- 
ice and combine the best features of 
both lines to the ultimate benefit of 
shippers and public. ‘This is precisely 
the sort of thing the Interstate Com- 
merce Commission has been encourag- 
ing in its approach to merger proposals 
among eastern railroads, 

To quiet the fears of its adversaries, 
SP has said it was willing to let Santa 
Fe keep a foot in the door. If ICC 
approves acquisition, said SP, it will 
propose that WP offer Santa Fe—at 
“reasonable rental charges’—full joint 
trackage rights over WP. tracks that 
link Santa Fe and Great Northern. 

To the anguished cry of “monopoly,” 
SP cites the fine service of the tele- 
phone companies as an example of the 
results that can flow from government 
regulation of a public utility monopoly. 
Says SP’s Biaggini: “When they talk 
about competition, what they really 
mean is ‘help yourself and ruin your 
enemy.’ I say that regulated industry 
under today’s high-cost conditions can’t 
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afford the luxury of dog-eat-dog com- 
petition.” 

¢ No Distress Sign—The struggle be- 
tween Southern Pacific and Santa Fe 
should not be confused with the rash of 
mergers that has broken out among 
other railroads. The ICC has encour- 
aged some of these mergers in the in- 
terests of sheer survival of an industry 
that’s vital to the economy. Where a 
carrier is in distress, as many of them 
are, a marriage with a healthier road 
can often save it. 

But the Western roads—while feeling 
the sting of truck and air competition— 
are not in distress. WP survived a ce- 
bilitating receivership 40 vears ago and 
a bankruptcy reorganization during the 
depression to become a fine, well-man- 
aged, profitable enterprise. SP has met 
the competition on its own grounds by 
building a vast network of truck serv- 
ices and jumping into the oil pipeline 
business. 


1. Call to Arms 


Southern Pacific raised the curtain on 
the present drama last October. After 
almost a vear of secret preparation, 
Pres. Donald J. Russell applied to the 
ICC for permission to acquire control 
of Western Pacific. He said that SP 
had since April bought “for invest- 
ment” 182,300 shares of WP—just shv 
of 10% of the 1,824,222 shares out- 
standing. If ICC was willing, SP stood 
ready to acquire the other 90% by ex- 
changing SP stock for WP stock share 
for share. On the basis of market value 
of SP stock, this was equivalent to 
around $36-million. 

Frederic B. Whitman, WP’s presi- 

dent, was stunned. He had been aware 
for some time that trading in WP shares 
on the New York and Pacific Coast 
exchanges had stepped up. But the 
price wasn’t materially disturbed, and 
since the SP purchases were left in 
brokers’ accounts, he had no hint of 
SP’s intentions. 
e Emergency Huddle—WP directors 
gathered in emergency meeting and 
took a firm stand against the SP. They 
noted darkly that the senior road hi d 
made its move surreptitiously and with- 
out either informing or consulting them. 
They warned against the monopoly in- 
herent in unilateral control of all rai! 
services in northern California and ar- 
gued that SP could achieve many of the 
economies it viewed as desirable by 
negotiating with WP for joint use of 
facilities. 

The Santa Fe was also caught off 
guard by the SP move. But Pres. Emest 
S. Marsh in Chicago pulled his forces 
together. In less than two weeks he 
rounded up 365,000 shares of WP (a 
shade over 20%), posted all the stock 
in a voting trust with the American 
Security & Trust Co. in Washington, 
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and filed with ICC his own application 
for control. Marsh said the Santa Fe 
was prepared to offer 14 shares for each 
share of WP —a higher offer on the face 
of it, but not too significant since the 
ICC would eventually have final say on 
price. 

¢ Sellers’ Market—For owners of WP 
stock, the rivalry was like money from 
home. Between April and October the 
market price had fluctuated between 
$17 and $20. It closed at $17.25 the 
day before SP announced its ambitions. 
In two weeks it picked up seven points, 
netting tidy profits for sellers and in- 
and-out traders. The price has hovered 
in the $23-to-$26 range since: 

Southern Pacific’s “imvestment” pro- 
duced handsome results on paper. SP 
paid $3.5-million for 182,300 shares, an 
average of $19.38 a share. At $26, the 
SP could show a paper profit of better 
than $1-million. 

Santa Fe poured $8.3-million into the 
market between Oct. 10 and Oct. 20, 
at which time it had accumulated 363,- 
100 shares at an average of $22.88 a 
share on a rising market. Even when 
Santa Fe stopped buying at 365,000 
shares, trading remained brisk. The next 
five days saw 188,000 shares change 
hands, and November-December trad- 
ing reached better than 160,000 shares, 
some of it in large blocks. Angered, 
WP’s Fred Whitman alleged in a formal 
complaint to ICC that either SP was 
still buying stealthily or had induced 
others to buy stock in its interest in 
violation of ICC regulations—an accusa- 
tion that SP denied. 
¢ Enter Great Northern—With the 
turn of the vear, the identity of one ag- 
gressive buyer became known when 
Great Northern petitioned ICC in sup- 
port of Santa Fe. GN disclosed it had 
rounded up 156,100 shares of WP. It 
applauded the Santa Fe proposal, con- 
demned that of the SP. It served notice, 
however, that if SP or any carrier other 
than Santa Fe were seriously con- 
sidered by ICC in its disposition of 
control over Western Pacific, then 
Great Northern reserved the right to 
apply for control in its own interest. 

According to one high GN official, 
that road would have been much hap- 
pier if the whole ruckus had never been 
started. It would have preferred the 
status quo, an independent WP. If 
such is not to be, however, the GN 
will do everything it can to keep the 
WP out of SP’s hands. 

And last week, the Union Pacific RR, 
one of the Santa Fe’s chief competitors, 
announced it would intervene before 
the ICC in favor of the Southern Pacific 
bid. UP said that “SP control would 
better serve the public interest, whereas 
Santa Fe acquisition would obviously 
weaken Union Pacific’s central route 
from Ogden east.” 

Until the ICC schedules hearings, 
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that’s where the matter stands officially. 
The principals are assuming that full- 
scale public hearings will begin in the 
spring and that no final decision is pos- 
sible before the end of next year. 


Ill. Question of Monopoly 


A recent development is the entry 
of the Justice Dept. into the fray. Sev- 
eral weeks ago, the San Francisco 
office of the Antitrust Div. petitioned 
the ICC for the right to intervene in 
the proposed acquisition of Western 
Pacific. Lyle L. Jones, chief of the 
local office, said he wants the oppor- 
tunity to cross-examine witnesses and 
present relevant evidence in any pro- 
ceedings that ensue. While the divi- 
sion did not disclose the basis for its 
interest, it seems likely that after re- 
view of the evidence, it will take some 
position with respect to whether con- 
trol by one or the other of the con- 
testants would amount to undesirable 
monopoly. 

Western Pacific’s own support of 
Santa Fe’s bid is qualified by its in- 
sistence that Santa Fe be required by 
ICC to maintain the competitive status 
of the line. Whitman has asked for as- 
surance “in the public interest” that 
“Santa Fe control shall not be em- 
ployed to divert trafic from the Utah 
gateway” to Santa Fe’s southerly route 
across the country, and that existing 
arrangements for north-south _ traffic 
through California be maintained. 
¢ Gould’s Answer—The main line of 
the Western Pacific between Oakland 
and Salt Lake City was built in 1909 
as Jay Gould’s answer to the trans- 
continental monopoly of the Central 
Pacific (now Southern Pacific) linking 
San Francisco and Ogden. The route 
chosen was originally laid out as a 
wagon road over the Sierra Nevadas, 
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and if it was longer than SP’s, it more 
than made up for the difference in mile- 
age by the uniformity and gentleness 
of its curves and grades. 

On its own and through interchange 
with Santa Fe at Stockton and with 
the Denver & Rio Grande Western RR 
at Salt Lake City, Western Pacific was 
thus enabled to break the transconti- 
nental monopoly of Southern Pacific, 
a development that evoked cheers from 
shippers east and west. 

In 1930, WP extended an arm north 
to meet an extension of the Great 
Northern at Bieber, Calif. This made 
it possible for the combined roads to 
siphon off some of Southern Pacific’s 
trafic between California and the Pa- 
cific Northwest—over the so-called ‘“‘in- 
side gateway’”—as well as the growing 
commerce of the Pacific Northwest with 
the East. It was not, however, until 
1950 that the WP, GN, and Santa Fe 
made a concerted drive for the inside 
gateway traffic over the Bieber route by 
speeding up and coordinating their 
freight schedules. 


IV. Efficiency vs. Competition 


SP’s Pres. Russell has set down some 
of the efficiencies and economies that 
would come from full control by the 
SP. In one 180-mile sweep across Ne- 
vada, the single tracks of SP and WP 
are parallel and so conveniently close 
that since 1924, they’ve been paired for 
joint use. All eastbound trafic of both 
roads moves on WP track, all west- 
bound on SP track. But Southern Pa- 
cific’s eastbound traffic on the paired 
track exceeds westbound by 6,000 cars 
a month, while Western Pacific’s west- 
bound exceeds easthound by 1,200 cars 
a month. Russell says that with control 
of WP, he would correct that expensive 
imbalance by exchange of cars. 





FEATHER RIVER Can- 
yon’s easy grades are one 
of Western Pacific’s big 
assets. 





Russell runs six trains a day out of 
the Pacific Northwest to the East. To 
reach its mainline overland route, the 
SP crosses the WP mainline at Flani- 
gan, Nev. If the SP could switch to 
WP track at Flanigan, he could save 
53 miles and 24 hours for each train, 
with obvious operational economies. 
Similar economies could be effected in 
trains between Oakland and Sacra- 
mento, in which SP enjoys a 45-mile, 
two-hour advantage. 
¢ Nod to Negotiation—Whitman re- 
plies that all the economies outlined by 
Russell could be achieved by negotia- 
tion—that he has, in fact, been negotiat- 
ing four years with SP for the Flanigan 
interchange. 

Russell turns a cold eye on Santa Fe’s 
intervention. “The Santa Fe’s interest 
lies chiefly in extending its influence 
into territory already adequately served,” 
he says, “with no compensating benefit 
to shippers, communities, or the general 
public. The public interest can best be 
served by a coordinated system of rail 
facilities which recognizes that the rail- 
roads’ chief sources of competition are 
no longer the railroads themselves but 
other modes of transportation.” 

“What other modes of transporta- 
tion?” snorts Santa Fe’s Vice-Pres. Sie- 
vert. “Trucks? Well, tell me, who op- 
erates more miles of truck routes in 
California than its own rail lines? The 
Southern Pacific. Is that the competitive 
monster we railroads are supposed to be 
fighting?” 

“And who owns 1,400 miles of oil 
pipelines in California and Texas and is 
itching to build more? Who is trying 
to get its hands on our inland water- 
ways by buying a barge service on the 
Mississippi River? Are these the ‘other 
modes of transportation’ that Don Rus- 
sell says are taking trafic away from 
the railroads?” END 


BUSINESS WEEK e Feb. 4, 1961 





















































Fertilizer consumption in the United States is up 
88% in 15 years—from 13,466,000 to 25,313,000 
tons. 


In the same 15 years, consumption in the 16 central 
states increased almost 140%—from 4,607,000 to 
11,009,000 tons. This is the primary market for 
National Distillers and Chemical Corporation’s fer- 
tilizer chemicals—ammonia, nitrogen solutions and 
sulfuric and phosphoric acids manufactured at 
U. S. I. division plants in Illinois, lowa and Kansas. 


Now National has taken an important forward step 
in integrating its fertilizer operations by merger 

















NATIONAL DISTILLERS.... 


expanding in fertilizers... a growth industry 





with Federal Chemical Company. Federal is a 76- 
year-old mixed fertilizer manufacturer with six 
modern plants in Kentucky, Tennessee, Illinois, 
Indiana and Ohio, heart of the mid-west farm belt. 
Another recent National Distillers acquisition is 
Minnesota Liquid Fertilizer Company which dis- 
tributes anhydrous ammonia through 32 stations 
in Minnesota. 

National Distillers’ progress in the expanding fer- 
tilizer chemicals field is part and parcel of its sub- 
stantial growth in industrial chemicals, metals 
and plastics. 


cep NATIONAL DISTILLERS and CHEMICAL CORPORATION 


NEW YORK 16, N. Y. 


THE COMPANY WITH THE FIVE INDUSTRY FUTURE 
LIQUORS + INDUSTRIAL CHEMICALS + PLASTICS + FERTILIZER CHEMICALS + METALS 
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SUNNYVALE, 


Where 69 Important 
Industries have 
located since 1950 





WRITE FOR DETAILED 
ILLUSTRATED BROCHURE B 


Sunnyvale Chamber of Commerce 
Sunnyvale, California 
All inquiries held confidential 


SUNNYVALE FACTS — On an aver- 
age of every 60 days during the 
last ten years a new industry locat- 
ed in Sunnyvale and found desirable 
land and adequate labor. An effi- 
cient, understanding city govern- 
ment provides a healthy atmosphere 
and taxes have remained low. 
Sunnyvale was selected as the site 
of the International Foundation 
Science Center. This important con- 
cept fills a major gap in the large 
scale co-ordination of science and 
industry. The University of Califor- 
nia has accepted four acres of land 
and plans to develop an Extension 
Center. General Electric will bring 
its Computer Development and Re- 
search Laboratory to this location. 


POPULATION — Due to great in- 
dustrial development, the popula- 
tion has soared from 9,829 in 1950 
to 53,176 in 1960 and payroll fig- 
ures show $21 million for 1950 
against $307 million for 1960. 
HOUSING — Figures show a more 
than proportionate increase in home 
building. 1950 reports 3,186 homes 
as compared with 15,504 for 1960 
plus apartments and duplexes. 
SCHOOLS — To keep pace with 
the great economy and population 
growth, schools had to be added. 
There were 3 schools in 1950, and 
15 more have been added for a 
total of 18. 

CHURCHES — 14 new churches 
have been added, making a total of 
29. Available hospitals, parks, rec- 
reational facilities. 
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Spotlighting Rails’ Problem 


High up on a long list of railroad troubles is the fact that the 
industry is a victim of its own history. 

The story goes back to the last half of the Nineteenth Century. 
Not content with the fantastic advantages the steam locomotive 
and the steel wheel rolling on the steel rail gave them over every 
other form of transportation then existing, railroad managements 
overbuilt, grabbed great land grants for speculation, and sold 
worthless bonds and watered stock. Moreover, they attempted 
to create monopoly corporations within an industry that already 
had a practical monopoly of transportation. 

Because of the resulting chaos, railroads came under tight 
regulation by the Interstate Commerce Commission. Today, they 
are far from being a monopoly. Other modes of transportation— 
highway, air, waterway, and pipeline—provide many services 
more efficiently and cheaply. In many cases these modes do not 
have the same regulatory vise. Every year these other modes take 
a greater share of the nation’s total freight. Yet the railroads are 
still operating under much the same tight regulation. 
® Volume—Now they’re trying to break out. Perhaps nowhere 
are the battle lines more clearly drawn than in the struggle be- 
tween the Santa Fe and Southern Pacific for the Western Pacific 
(page 52). The question at issue: Is intermodal competition now 
so strong that a single, powerful railroad can and should be 
allowed to serve a vast territory? 

Profits of railroads, more than of most companies, are volume- 
geared. When they have volume, they can make millions; when 
they don’t, they cannot shrink their plant commensurately, and 
losses pile up. 

Two ways are being tried to increase volume—to put more 
trains on a given track: One is by improving service and reducing 
rates so as to regain lost traffic, the other, by eliminating compet- 
ing tracks. The latter promises to receive the most emphasis. 
® Confab—Last week some 200 railroad officials, shippers, sup- 
pliers, university professors, investment men, and labor union 
officers sat down together at Northwestern University’s Transporta- 
tion Center to discuss the topic, Technological Change and the 
Future of the Railways. 

There were disagreements, of course, but one theme emerging 
from the conférence was that any discussion of technological 
improvements was academic if railroads can’t pay for them— 
which many of them cannot now do unless volume is increased 
and assets are pared. 

Said Harvard’s Professor J. R. Meyer, “There can be no doubt 

that substantial disinvestments must take place in railroad 
facilities.” 
@ Problem—To many, this was the problem in a nutshell. Can an 
industry get smaller and qualitatively better, or must it stay big 
and impoverished? How, with all the vested interests insisting 
on uneconomic services, can the plant be shrunk? 

If a leaner, more muscular railroad plant could specialize in 
the work it does best, the line haul of big-volume freight with a 
minimum of short-haul and yard work, the industry could well 
become more profitable than in decades. 

With greater profits it could not only generate cash for tech- 
nological improvements, it could also attract equity capital again. 
At present the industry is generally controlled by bondholders more 
interested in security than in the risks involved in technological 


change. 
® Specter—The alternative, as speaker after speaker noted, is 


AGIOS 





re 


RE BIS, 


Se 


2 RENE 





BUSINESS WEEK e Feb. 4, 1967 





ee 


a LT 














Ree, 


Meee: 


wre 


eyes 





ee ee 











Make every receivable 





with 


retrievable 


American Credit insurance 


The moment your product is shipped, title passes 
... and your credit risk begins. From that point on, 
the only protection for your accounts receivable 
. . . for all the working capital and profit your 
product represents is commercial credit 
insurance. An ACI policy, with new and broader 
coverage, is your soundest way to make every 
receivable retrievable. 


1 WAYS CREDIT INSURANCE CAN HELP YOUR BUSINESS 


Its advantages are spelled out in a helpful ACI 
booklet, yours for the asking. Write AMERICAN CREDIT 
INSURANCE, Dept. 42, 300 St. Paul Place, Baltimore 2, Md. 


Sound market expansion, too, is a major benefit of 
American Credit Insurance. You can confidently 
add more good customers, sell more to present 
customers. Today, as for 68 years, an ACI policy 
is important to sales progress and good financial 
management. Call your insur- 

ance agent . . . or the local office 12 











of American Credit Insurance. atts 
om, 
fet a 
SU. 
A subsidiary of COMMERCIAL CREDIT Can 4 Neg 
COMPANY, which has assets of over jiu “p 
two billion dollars. “Sings 

















SS ee ee ee eee ee eee 

















What would your agency do for you 
if you bought a company tomorrow? 


Blending a new acquisition into your corporate structure may involve 
countless problems—not the least of which is communications. 

How should your relations with stockholders and the financial com- 
munity, customers and employees be handled. How about new distribu- 
tors and dealers? Should product packaging and identification be 
changed, and if so, how? How should advertising, publicity, sales 
promotion be integrated? The successful handling of these thorny 
problems can depend greatly on the help you realize from your adver- 
tising agency. 

Smoothing the transitional problems of corporate acquisitions* is 
only one of the ways Marsteller-Rickard serves its clients—not only 
as highly creative advertising men but as sound businessmen as well. 


*“We have been through this experience with our clients many 
times. In the last five years, we have played a part in smoothing 
for our clients the integration of 31 companies into their corpo- 
rate structures. 


Marsteller. 
Rickard. 
Gebhardt and 
Reed, Inc. 


ADVERTISING « PUBLIC RELATIONS « MARKETING RESEARCH 
NEW YORK « PITTSBURGH « CHICAGO «+ TORONTO 
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eventual nationalization of 
the industry and freezing it in 
its present overblown and un- 
economic size. For then, the 
question of eliminating jobs, 
trains, or even whole rail- 
roads will be political rather 
than economic. 

Railroad officers have been 
long raising the specter of 
nationalization. At the confer- 
ence, however, it was the pro- 
fessors, the shippers, and 
former Interstate Commerce 
Commissioner Anthony F. Ar- 
paia who brought it up. 

Nationalization, they felt, 
would not be an abrupt move 
but a slow, spreading process, 
as the railroads get poorer 
and service gets worse. And 
the pressure for it would not 
come from “radicals” but, 
rather, from the right—a de- 
mand from the leading citi- 
zens of communities served 
for some form of governmen- 
tal assistance—with its inevi- 
table governmental control. 

Once this happens to one 
railroad, it will be far easier 
to repeat the process for the 
next one in trouble rather 
than put it through a vigorous 
reorganization. 

The consensus of the meet- 
ing, however, was _ that 
nationalization, though more 
possible than: most people 
realize, is not inevitable. 

To E. G. Plowman, vice 
president, traffic, U.S. Steel 
Corp., a vast program of 
voluntary mergers perhaps 
resulting in but six or eight 
systems is a basic remedy. 
Among the numerous benefits 
is the reversal of the present 
trend toward management 
demoralization as the surviv- 











ing, healthy railroads realize 
economies, improve traffic, 
and create earnings to pay for 
technological improvements. 
Another step, said Arpaia, 
is to rewrite the present laws. 
“We should forget the history 
and past conditions which 
gave birth to existing legisla- 
tion and start anew, just as if 
transportation had never been 
regulated before.” 
EEE EE DO RS ee OE EE 
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there are always 


good reasons for 


designing 1t 1 


in I'V backs 


polypropylene t's toughness 5S; 


heat resistance, 


ot ddinsulation 


Styling is most important in portable TVs. 
For the backs of their sets, Motorola 
needed an attractively molded back with 
good insulating properties, high heat 
resistance, and tough enough to stand 
hard bumps. Only polypropylene could 
meet their quality specifications. The 
back, molded in one piece from AviSun 
polypropylene, is warp-free, economical 
to ‘manu/octure, and easy to assemble. 





































































































Polypropylene makes better products at lower 
cosi. No other material has this combination 


of properties: 





» Heat Resistance 
: Chemical Resistance 
» Toughness 


. Economy 


AviSun’s technical 

specialists will gladly 

assist you with spe- AVISUN 
cific applications— 

write, or phone 

LOcust 8-5520. *a trademark of AviSun Corp 


Mail coupon for technical information 


AVISUN CORPORATION 
Dept. 453, 1345 Chestnut St. 


- 
| 
| 

AviSun Polypropylene’s good molding charac- Philadelphia 7. Pa. | 

| 
| 
| 
| 
| 
| 


Send me Booklet AP-601 covering full tech- 


teristics permit an intricately vented back 
nical information on AviSun Polypropylene. 


with cross-members less than 1/8 inch wide. 
Custom-molded by Sinko Too! & Mfg. Co. 


NAME 


(Please Print) 
COMPANY. 


ADDRESS 
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Well over one-third of the new crude oil found in the U. S. since 1950, 
and 40 per cent of the nation’s net gain in natural gas reserves, has 
been discovered in Louisiana and its offshore areas. No other state can 


match such tremendous growth in petroleum energy supplies. The 
outlook for still MORE growth is excellent. Louisiana offshore fields, 
particularly, have a big potential—liquid reserves in only five states 
(including onshore Louisiana) are greater than this state’s major off- 
shore oil reserves. About 1400 concerns, some large and some small, 
are engaged in oil and gas production in Louisiana, now the second- 
ranking state in the U.S. both in production and proved reserves. 
Tremendous, competitively priced, uniform-quality petroleum energy 
reserves (with a dozen refineries to process it and ships, pipelines, 
barges, railroads and trucklines to transport it) are an asset worth 
looking into . . . and another reason why Louisiana people say, “In 
our state, Climate is a lot more than weather,” when they discuss 
industry. 

Every section of Louisiana has. SIZABLE COMMERCIAL CENTER/ABUNDANT 


FRESH WATER/ACCREDITED UNIVERSITY OR COLLEGES, GOOD SCHOOLS / 
TRADE SCHOOLS/ GOOD TRANSPORTATION/LOW COST POWER AND FUELS 


Write for new booklet, ‘‘Louisiana Invests in Industry.’ Other information 
available . . . each inquiry receives individualized handling. 


LOUISIANA DEPARTMENT OF COMMERCE & INDUSTRY 
SECOND FLOOR - BATON ROUGE 4, LOUISIANA 
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Chimp 


The Project Mercury phase of the | 


U.S. man-in-space program entered 
its critical test period this week—and 
passed with flying colors. A 374-lb. 
chimpanzee, strapped into a specially 
designed couch in the Mercury capsule, 
was fired to an altitude of 155 miles 
from Cape Canaveral, Florida, by a 
Redstone rocket. Before his capsule 
splashed into the Atlantic, 225 miles 
northeast of Grand Bahama Island, the 
chimp (trained by National Aeronautics 
& Space Administration scientists to 
perform simple tasks on signal) had 
experienced a speed of 5,000 mph. and 
sustained an acceleration force 12 times 
the force due to gravity. During his 
15-minute ride, early reports said, the 
chimp’s heart and body responses were 
normal within expected tolerances. And 
even though he was in a weightless con- 
dition, he was able to perform his ap- 
pointed tasks. 

The only flaw in the otherwise 
extremely successful firing was the 
performance of the Redstone rocket 
booster. A higher than normal booster- 
thrust caused the Mercury capsule to 
soar farther, faster, and higher than 
programed. The capsule failed to get 
the benefit of proper braking action of 
its retro rockets on the journey back. 
¢ Possible Delay—The fact that higher- 
than-expected deceleration forces were 
experienced, failed to disturb either the 
Mercury capsule or its simian passenger. 
But NASA officials may insist on a 
perfect performance of both the Red- 
stone launching rocket and capsule be- 
fore a man takes the ride instead of a 
chimp. This could mean a postpone- 
ment of the launching (now scheduled 
sometime in March) of the first U.S. 
astronaut in a Mercury capsule. But it 
will not necessarily delay the first 
manned orbital flight (due to take place 
late this year) when an Atlas booster re- 
places the smaller Redstone booster 
rocket. 

A major point of the chimp test 
was to determine the effect of weight- 
lessness—the absence of gravity—on 
physical and mental behavior. 

e Infinity of Tests—Most of the equip- 
ment of the Mercury capsule has already 
been run through thousands of ground 
tests, plus several flights. But on the 
ground, it is impossible to simulate for 
more than a few seconds the weightless 
condition that a space traveler must 
face; the longest period up to now was 
65 seconds, achieved in an F-100 air- 
plane. In true space flight, man will 
have to live in a weightless state for 
hours, or even days if the flight is long 
enough. The period will be 44 hours in 
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Mercury’s first manned orbital flight. 

Other satellites have already shown 
that the equipment can function in the 
new environment. And the Russian 
dogs have shown that physical survival 
is possible for a day or two. It’s the 
psychological effect on man that is still 
in the realm of guesswork. 

This week, a key point was to find 
out what weightlessness would do to the 
chimp’s ability to perform simple tasks 
for which it had been trained—would it 
be able to press levers when commanded 
by light signals? The answer is yes. 
¢ Effect on Design—The reaction of 
man to weightlessness can have a wide 
effect on the design of future space 
craft, such as the three-man Apollo. If 
weightlessness turns out to be no seri- 
ous problem, it will be possible to 
simplify the design of the craft. But if 
the problem proves to be grave, the de- 
signers will have to continue to build 
an electronic brain into the craft to 
substitute for human ones, or, alter- 
natively, to evolve a way to simulate 
gravity in the space vehicles. 
¢ Difficulties—The Mercury program is 
tunning about nine months behind its 
original schedule set up more than two 
vears ago; it has cost $300-million al- 
1eady. Some experts figure the final bill 
for getting a man into orbit may top 
$500-million. 

The fact that it is running behind 

schedule cannot obscure the fact that 
the setbacks Mercury has suffered are 
not major ones. All the delays can be 
explained, at least in theory, by the 
inevitable difficulties of so complex an 
undertaking. The Mercury capsule is 
fitted with upwards of 10,000 parts, 
meshed together by more than seven 
miles of wiring. McDonnell Aircraft 
Corp., the prime contractor, has called 
on 2,000-plus suppliers and subcon- 
tractors. 
* Role of Atlas—Right now, the biggest 
trouble the Mercury program faces has 
nothing to do with the capsule itself. 
The culprit is the Atlas booster, sched- 
uled to replace the Redstone to provide 
extra thrust when man is fired into 
orbit. Atlas works well enough in the 
tole of intercontinental ballistic missile 
for which it was designed. But it runs 
into trouble when it is converted to 
space work. Most of the difficulty, ap- 
parently, centers around the substitu- 
tion of the one-ton Mercury capsule 
for the much lighter nuclear warhead 
that is the Atlas’ normal payload. 

The National Aeronautics & Space 
Administration used Atlas twice in 
early tests, on Sept. 9, 1959, and July 
29, 1960. Both times the separation 
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CHEERY GRIN marks the U.S. chimp in the couch in which it rode a Mercury capsule 
Animal passed weightlessness test with ease. 


155 miles up. 


mechanism malfunctioned, separating 
from the capsule too soon and so sub- 
jecting the capsule to much higher ac- 
celeration forces and temperatures than 
are considered safe for manned flight. 

e Adapter Right—The troubles seem to 
lie at the point where the Mercury cap- 
sule is fitted into the Atlas by an 
adapter ring. This ring serves to distrib- 
ute the weight of the capsule evenly. 
It also holds the capsule to the booster 
bv bolts, to each of which a small ex- 
plosive charge is fitted. At the planned 
moment of separation, the charges go 
off and literally blow the capsule free 
from the booster. The capsule is then 
supposed to proceed on its orbital path, 
while the booster drops back into the 
atmosphere and burns up. 

As of now, the engineers theorize 
that the booster is subjected to exces- 
sive pressures near the point where it 
programs over for flight, and that this 


is somehow causing the separation 
charges to malfunction. 
Engineers on the project have 


theorized up two possible cures. The 
first, which will be tried out in a few 
weeks, will change the flight pattern 
of the Atlas to achieve a more gradua 
elevation, and so reduce the pressures 
at separation time. If this fails, the en- 
gineers will have to fall back on rede- 
signing the Atlas to provide greater 
structural strength in its upper section 
near the point of capsule attachment. 
Such a redesigning would mean serious 
delay—with the possibility that Con- 
gress might consider dropping the pro- 
gram altogether. 

e Next Steps—The immediate testing 








Ga SEAS 


program for the Mercury calls for ac- 
tivities on two separate fronts: 

e With the Redstone booster, half 
a dozen more shots have been sched- 
uled, aiming at 100-mile altitudes. 

e With the Atlas booster, some- 
thing like 10 more shots are planned. 
four of these will be aimed at getting a 
capsule into orbit—first with chimpan- 
zees, and later with one man aboard. 

Further in the future, for 1962-63, 
the schedule calls for eight orbital shots 
by Mercury. The outcome of those tests 
will determine the steps that will fol- 
low. 
¢ Other Projects—Mercury just now is 
getting almost all the publicity, but in 
‘act it is only the first of a series of 
programs for manned flight in space. 
The first follow-up project, Apollo, is 
already started, and aims at putting a 
three-man team into orbit about 1968. 
Before that, about 1965-66, NASA 
and the Air Force hope to launch their 
joint Dyna-Soar on a manned space 
flight that will use the gradual bounce- 
glide method of reentry. 

These secondary programs to follow 


Mercury aroused little enthusiasm 
during the Eisenhower Administration, 
and they have received comparatively 


little money. 

Regardless of this, U.S. scientists 
generally concede that the Russians will 
probably get a man into space before we 
do. Their big edge is in more powerful 
rocket boosters ready and able to do the 
task. But the Russians are having their 
troubles, too. Indeed, there is already 
rumor that the Russians fired a man 
into space, only to fail on reentry. END 
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~In Research 


Weather Records for a Century 
Point to a Rugged Decade Ahead 


This cold and snowy winter is just a sample of what 
North America can expect for the next 10 years, accord- 
ing to chilly statistics presented to the American Meteoro- 
logical Society in snow-heaped New York last week. 

The data was compiled by Tufts University’s Dr. I. I. 
Schell from weather records covering the second half of 
the 19th Century and the first half of the 20th—what 
Schell found is that we are now in a weather pattern 
similar to the rugged decades before 1900, and much 
more severe than the relatively clement years since then. 

Things will begin to warm up a bit after 1970, Schell 
says, but no real return of the mild winters typical of 
the 1940s can be expected until after the turn of the 
next century. 

Schell reports that things have been somewhat dif- 
ferent in the southern part of the southern hemisphere. 
Records are scarce for this area, but he notes that the 
Falkland Islands, off the tip of South America, actually 
got even colder during the 1901-1950 period, while the 
rest of the western hemisphere was warming up. He 
guesses that there may be a simple explanation of the 
out-of-step Falklands: all that ice accumulating in Ant- 
arctica. 
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U.S. Intelligence Needs for Translations 


Expected to Quadruple in 10 Years 


Requirements of the U.S. intelligence services for 
language translation will quadruple in the next 10 years, 
and the only way that volume can be met is by the 
development of efficient automatic translating devices. 
That’s the opinion of the Planning Research Corp., 
which is doing a study of translation potentials for IBM. 

By 1970, the U.S. government will need translations 
of an annual volume of 4billion words, according to 
PRC-—and that figure includes only the 12 languages 
now of greatest interest. But in the future, there will 
be a marked increase in the number of languages needed 
by the intelligence community. Russian and Chinese, 
of course, will continue to hold down first and second 
place in the translation requirements. But such other 
languages as Indonesian, Croatian, Arabic, and Viet- 
namese will become increasingly important. 

The U.S. is already receiving between 300 and 400 
books a year from China’s ever-growing program of 
scientific and technical education. These books, plus 
other matter in Chinese, mean a total monthly transla- 
tion load of about 500-million words. However, this 
figure shrinks under the most modern theory—that only 
critical intelligence material needs to be translated—to 
a more manageable 250-million words a month. 

Because of the growing number of languages involved, 
it would require a pool of qualified translators 50 times 
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larger than the one now available to handle the expected 
over-all load. Since this is hopelessly impracticable in 
terms of both cost and manpower, IBM and other com- 
panies are busy trying to develop machines that can 
more adequately handle the job. 


Scientists Spin Hamsters on South Pole, 


But Animals Carry On as Usual 


A project, sponsored by the National Science Founda- | 
tion, aimed at discovering whether there is any connection | 
between the rotation of the earth and the biological | 
“clocks” of plants and animals has turned up a solid series | 
of negative results. The results don’t prove that there is 
no connection between the two phenomena. But they | 
strongly indicate that some other control center (perhaps | 
inside the body itself) is responsible for the fact that 
plants and animals conduct their activities with almost 
clock-like regularity. 

Running the tests for NSF was Dr. Karl C. Hamner of | 
the University of California at Los Angeles. Site of his 
experiments was the U.S. Geological Station at the South 
Pole. His experimental animals, 19 hamsters, were put 
into cages and spun slowly—one complete turn every 24 | 
hours—in a direction precisely opposite to the direction of | 
the earth’s rotation. This, in effect, put the hamsters into 
a state of motionless living. Their habits, if they were 
controlled by rotational motion, thus should be upset. 

In the case of each of the 19 animals, according to 
Hamner, the tests proved completely negative. Nothing 
changed in the hamsters’ daily pattern of living; they ate, 
slept, and moved about exactly as usual. 

The tests indicate, other researchers say, that man’s 
normal living pattern may be relatively unaffected by | 
this phase of space travel. At present this is one of the 
major problems space scientists are facing (page 60). 


Heart Assn. Denies That Research Funds 


Outrun the Researchers to Use Them 


Published statements that the funds available for heart 
research have outrun the qualified researchers available to 
use them properly were denied last week by the American 
Heart Assn., in its annual report. The association quotes 
its own Research Committee as saying that “double the 
sum now available could be used effectively to speed the 
conquest of heart disease.” 

In fiscal 1959-60, the association spent $9,053,592—or 
37% —on research out of an over-all budget of $24,377, 
435. This is said to be the largest percentage devoted to 
research by any major voluntary health agency, yet it was 
not enough to supply all the grants approved by the Heart 
Assn.’s Research Committee as “scientifically worth- 
while.” 

In general, the Heart Assn. reports that a tremendous 
amount of work remains to be done on heart disease, 
despite the major recent strides in some aspects of its 
work. Thus in 1960, cardiovascular diseases accounted for 
900,000 deaths in the U.S.—more than half of the na- 
tional total. 
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One of industry’s least-understood costs is a nebulous some- 
thing—a bothersome, ill-defined, expensive something—called 
Materials Handling. Yet it represents 6-10% of manufacturing 
cost for one out of every four firms. 


How a better grasp of materials handling methods can save 
some of this money was the subject of a special report in the 
November issue of FACTORY. To get the story, an eight-man 
editorial team turned to Atlanta, spent 5 days studying 80 
different plants under typical conditions. 


The result: a 22-page reference piece for FACTORY readers, 
covering every aspect of materials handling from education 
(there are courses in it) to hour-and-dollar-saving equipment. 
Nor is this an unusual bonus for subscribers to find. In the 
past, FACTORY depth studies have covered such topics as 
electrical distribution, manpower yardsticks, plant location. 


Who minds the store while so many editors cover one story? 
In the case of FACTORY, more editors—nine, to be exact. For 
the idea of editorial backup is as basic to McGraw-Hill pub- 
lishing philosophy as the requirement that such reports be 
written from firsthand knowledge. 


This editorial responsibility has brought McGraw-Hill publica- 
tions over a million and a half paid subscriptions from key men 
in industry. (Key men. Men who have a say in buying.) And 
because they’re vitally interested in what’s going on in their 
fields, these men are a receptive audience for your advertising. 


. McGraw-Hill 


PU RPL IEC AT TO Nee 


Mc GRAW-HILL PUBLISHING COMPANY, INC., 
330 WEST 42nd STREET, NEW YORK 36, N.Y. 
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Business Tithe for College Aid? 


Group of Cleveland companies 
sign pledge to give at least 1% 
of their pre-tax profits to higher 
education. Educators hope the 
idea catches on. 


Twenty-one Cleveland companies this 
week announced they have pledged 
themselves to a new system of tapping 
the corporate till for financial aid to 
colleges and universities. The pledge 
- they have signed commits them to give 
at least 1% of their pre-tax profits to 
higher education. 

In dollar terms this works out to well 
over $2-million a year—based on last 
year’s profits among the 21 companies. 
On the average, the nation’s corpora- 
tions at present give about xo of 1% of 
their pre-tax profits to higher education. 
¢ Spreading the News—Word of what 
has happened in Cleveland is now being 
spread around the country by eager 
college presidents, by the Council for 
Financial Aid to Education, and by the 
21 companies themselves. But though 
all three groups are anxious to see steady 
increases in corporate aid to higher edu- 
cation, they are calling attention to the 
so-called “Cleveland Compact” with 
all the delicacy and diplomacy they can 
muster. Aggressive promotion of the 
idea, they seem to feel, might upset the 
whole pattern of corporate aid, might 
rile some companies already giving mil- 
lions but whose gifts still amount to a 
lot less than 1% of pretax profits. 

The Cleveland Compact is a highly 
informal agreement. It has no central 
body to scan the accounts of the 21 
companies, to collect the funds from 
them, to distribute them to colleges and 
universities. Nor does the 1% rate go 
into effect right away. The pledge, origi- 
nally worked out last spring, commits 
the companies to raise their gifts to that 
rate over a three-year period—and “‘there- 
after gradually increase it as the need 
develops.” And the 21 companies still 
decide individually where the funds go. 
¢ Concerted Effort-The Cleveland 
Compact was first conceived a little 
more than a year ago. It grew out of a 
discussion among three trustees of 
Cleveland’s Case Institute of Tech- 
nology—George §. Dively, chairman of 
Harris-Intertype Corp., Charles M. 
White, recently retired chairman of 
Republic Steel Corp., and Kent H. 
Smith, former chairman of Lubrizol 
Corp. and acting president of Case 
Institute. All three, as corporate officers, 
were already directing some of their 
companies’ earnings to colleges and 
universities, but each felt that the 
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gifts should be increased and that they 
and the directors of other companies 
should act in concert to increase them. 

The three originators of the idea 
went to work “selling” it to other 
Cleveland companies. The 21 com- 
panies now in the compact include 
such giants as Republic Steel (1960 pre- 
tax profits: $103.2-million) and Ohio’s 
Standard Oil Co. (1959 earnings: $34.3- 
million), as well as corporations whose 
profits run in the thousands. 
¢ Infectious Idea?—The Council for 
Financial Aid to Education, which 
helped the Clevelanders set up their 
compact, is now quietly helping to 
publicize it. CFAE’s president, Dr. 
Frank Sparks, says: “We're reluctant 
to identify ourselves with any particular 
plan for corporate aid to education. 
Instead, we're telling meetings of busi- 
nessmen about the Cleveland example, 
and are certainly hoping that some 
adaptation of this will catch on.” 

To this end, CFAE has helped local 
colleges and universities outline the 
Cleveland Compact to groups of 
businessmen in Philadelphia, Worces- 
ter (Mass.), and about a dozen cities 
and towns in Indiana. 

One of the beauties of the Cleveland 
Compact, says Sparks, is that it enables 
corporations to raise their gifts to 
colleges in concert, with less likelihood 
of grumbling from shareholders, wor- 
ried about lower dividends. “Manage- 
ment,” he says, “cannot expose itself 
singly to criticism from stockholders.” 
¢ Big Potential—If the idea were to 
catch on throughout the country, corpo- 
rate aid to higher education would jump 
from its present $150-million a year to 
about $500-million. CFAE estimates 
that around 35,000 corporations in the 
country now have some regular plan for 
aiding higher education. But this is 
only a small fraction of the 700,000 or 
so corporations in the U.S. and though 
that high figure certainly includes thou- 
sands of companies that might never 
give a cent to a college (such as the 
corner grocery and the local laundro- 
mat), it seems likely that a regular aid 
plan would attract many thousands of 
new contributors. 

CFAE says some 10% of the 35,000 
companies with established aid plans are 
already giving at the 1% rate, or better. 
But it would probably take a monumen- 
tal effort to get all 35,000 to agree to 
that rate. 

One of the main reasons why Sparks 
and CFAE are not directly promoting 
the Cleveland Compact is that most 
corporations now giving aid of $1-mil- 
lion a year or more to colleges and 
universities are nowhere near the 1% 


rate, and CFAE does not want to appear 
to put more pressure on them. Mean- 
while, these giants are not sure that set- 
ting a 1% rate is a sound idea. 

¢ Companies Demur—General Electric 
Co., for example, aids higher education 
at just about the national average rate— 
one-third of 1% of pre-tax profits. This 
runs to about $2-million. Joseph M. 
Bertotti, manager of GE’s educational 


relations, explains GE’s philosophy 
on this: “We have always felt that 
our aid to education should be 


based on a thorough study of the objec- 
tives we want to reach . . . and once we 
have decided on this, the amount might 
be less than 1% or more than 1%. 

“Judicious giving does much more 
than the dollar amounts might indicate. 
We have always sought to provide ‘seed 
money’ for educational projects that 
will have a far-reaching effect—for ex- 
ample, for fundamental studies of cur- 
ricula and for summer programs for 
teachers.” 

Some other large corporations agree. 
George Buckingham, executive secretary 
of Esso Education Foundation, says: 
“We are not about to endorse this 
[Cleveland] idea. Corporations would 
face a dilemma in setting a fixed 
rate of aid to education. Other 
charities need their aid, and if Red 
Cross and the United Fund were to 
want more, what would we do? Would 
we have to cut back on the 1% rate for 
education?” 
¢ Other Reservations—Officers . of sev- 
eral other large corporations—all of 
which now give more than $1-million 
annually to education—declined to be 
named, but each of them said, in ef- 
fect: “The idea is unrealistic.” One 
suggested that a fixed rate of 1% of 
pre-tax profits could all too easily be- 
come a maximum, depriving colleges 
of what they might otherwise get. An- 
other said that after a good profit year 
his company might want to reinvest 
more heavily than usual in its own 
plant—“and then we'd be faced by 
those college fund directors, who watck: 
corporate income statements as closely 
as most security analysts.” 

In the past four years one of these 
companies has given aid to higher edu- 
cation at rates varying from 1.6% to 
0.3% of its pre-tax profits, and most 
of the others’ aid runs to a little less 
than 1%. 

Despite such reservations, the scheme 
seems likely to spread. CFAE, working 
with colleges and universities, is setting 
up a busy schedule of meetings with 
businessmen in half a dozen other cen- 
ters in addition to Indiana and Massa- 
chusetts. END 
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Got a shipment going hundreds of miles? Get it out 


by 9 A.M....it arrives the same day! Got a shipment 
going about 50 miles? Ship it out around 9 A.M.... 
it’s there by noon! 


Whatever the destination of your shipment, chances 
are, a Greyhound is going there anyway...right to 
the center of town. Greyhound travels over a million 
miles a day! No other public transportation goes to 
so many places—so often. 


You can ship anytime. Your packages go on regular 
Greyhound passenger buses. Greyhound Package 
Express operates twenty-four hours a day...seven 
days a week...including weekends and holidays. 
What’s more, you can send C.O.D., Collect, Prepaid 
...Or open a charge account. 




















CALL YOUR LOCAL GREYHOUND 
BUS TERMINAL TODAY...OR MAIL 
THIS CONVENIENT COUPON TO: 


GREYHOUND PACKAGE EXPRESS 
Dept. B-2, 140 S. Dearborn St., Chicago 3, Illinois 


Gentlemen: Please send us complete information on Greyhound 
Package Express service...including rates and routes. We 
understand that our company assumes no cost or obligation. 
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U.S. StedB 


Line linking 1,000-ton Linde 
plant to four steel mills (left) 
sets new mark, points to bigger 
growth in steel’s oxygen thirst. 


If you’re looking for the latest symbol 
of industrial growth, the diagram at the 
left offers much to fascinate you. What 
it shows is quite possibly the most over- 
powering concentration of industrial 
oxygen capacity in the world. And be- 
hind that concentration is the fact that 
the stuff has become so useful to steel- 
makers that it’s now moving into their 
plants via pipeline. 

This 4.5-mile pipeline in Pittsburgh’s 
steel valley is by no means the first time 
oxygen has been delivered by pipeline— 
but it sets a new mark; and in many 
ways it’s the most dramatic, not only 
in terms of size and capacity, but of 
what it portends for the future oxygen 
appetite of steel mills, even perhaps of 
blast furnaces. 

The pipeline moves the product of a 
1,000-ton-per-day oxygen generating 
plant, the industry’s largest, to four 
steel-producing points all owned by the 
same customer, U.S. Steel Corp. It’s a 
single-purpose generating plant and a 
single-purpose pipeline—both owned 
and operated by the Linde Co., a di- 
vision of Union Carbide Corp. 

That may not sound so startling in 

itself. But compare Linde Co.’s 1,000- 
ton oxygen plant with the 1,125-ton 
total oxygen capacity of the entire Brit- 
ish steel industry in 1960—a capacity 
that serves at least three times the steel- 
making capacity of the U.S. Steel facili- 
ties served by Linde’s plant. 
e Better Than Air—Linde’s oxygen 
plant and pipeline are solely dedicated 
to serve U.S. Steel’s Upper Monon- 
gahela Valley steelmaking complex. 

Steelmakers have been learning fast 
that anything air can do, oxygen can do 
better. That, of course, has been a 
truism for years among industrialists 
involved with chemical processes—which 
is exactly what steelmaking is. 

Over the past four years, the use of 
oxygen in steelmaking has grown far 
beyond expectations. 

Today, too, oxygen enrichment in 
blast furnaces for routine iron smelting 
—long blocked by economic hurdles— 
is again one of the industry’s liveliest 
technical topics. A number of pro- 
ducers are experimenting seriously. 
¢ Signpost—That’s why the Mon Val- 
ley development represents an impor- 
tant milestone for oxygen—and a sign- 
post pointing ahead. The milestone 
registers not only the huge capacity 


BUSINESS WEEK e Feb. 4, 1961 





i 





ee _ 








of 
Pil 
sar 
an 
sto 
tot 
fou 
fro 
= 
crit 
liqt 
tot 
nea 
anc 
by 
at ] 
del: 
sto. 
mo 


; 


at 

tha 
cap 
has 
at | 


rity 
not 
the 
and 
100 
alit 
ext 
line 
gen 
con 


geo! 
acq 
opn 
pros 


less 
stee 
Bra 
the 
in tl 
had: 
USS 
like 


it n 
gest 
pipe 
paci 


met 


bait 
the 
und 
the 


BUSI 












inde 
left) | 


jger 
irst. 


nbol 
t the 
Vhat 
OVET- 


ed 


strial | 


l be- | 


that 
teel- 
their 


gh’s 


time | 


ne— 
lany 
only 
t of 
gen 
s of 


of a 
ting 
four 
the 
sa 
da 
ned 
di- 
in 
}00- 
ton 
srit- 
city 
eel- 
cili- 


gen 
ted 
on- 


rast 

do 
ee 
ists 
ich 


of 
far 


in 
ing 
¢— 
est 
To- 


al- 
r- 


ne 
ity 








of the 1,000-ton oxygen plant and the 
pipeline. Both can also draw, if neces- 
sary, on the back-up capacity of area 
and region plants with generating and 
storage capabilities so great that the 
totals would have been laughed at even 
four years ago. 

Within a 15-hour delivery-time limit 
from Mon Valley (in this case by truck) 
—the limit that steelmakers regard as 
critical for back-up—Linde has six big 
liquid oxygen generating plants with a 
total of 2,730 tons daily capacity. The 
nearest are a 110-ton plant at Duquesne 
and a 700-ton plant three hours away 
by truck; the farthest is a 900-ton plant 
at East Chicago, Ind. Within the same 
delivery-time range, Linde has liquid 
storage capacity at 15 locations, totaling 
more than 19,000 tons. 

You can also read that: 

e The 1,000-ton generating plant 
at Duquesne replaces three generators 
that had in 1957 a total 160-ton daily 
capacity at three locations. (Linde also 
has a 500-ton low-purity oxygen plant 
at Duquesne.) 

¢ Duquesne’s 1,000-ton high-pu- 
rity oxygen plant and the pipeline have 
not yet come close to full operation in 
the seven months they've been in place 
and the four months they have been 
100% operable. Yet oxygen’s potenti- 
alities are so great that it’s possible to 
extrapolate the need for a second pipe- 
line and six such plants to serve the oxy- 
gen demands of this same steelmaking 
complex five years hence. 


The Payoff of Knowhow 


Linde, the biggest factor in a bur- 
geoning trade, used all the knowhow 
acquired over years of research, devel- 
opment, and practice when it ap- 
proached U.S. Steel in 1957. 

The Corporation then had a little 
less than 9-million tons of open-hearth 
steel capacity at Homestead, Duquesne, 
Braddock, and McKeesport—served by 
the 160 daily tons of oxygen capacity 
in the three Linde-owned plants. These 
hadn’t been operating very long before 
USS was badgering Linde for something 
like 400 tons a day at these locations. 

That started Linde off. By mid-1957 
it made a proposition in writing, sug- 
gesting the huge Mon Valley plant and 
pipeline—two and a half times the ca- 
pacity USS wanted, with a startling new 
method of transportation. 
¢ Bait—Linde attached some enticing 
bait to this unexpected proposition—in 
the form of a progressive rate schedule 
under which Linde shouldered most of 
the risk. It’s a four-part rate based on 
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, Breathes Oxygen by Linde Pipeline 


consumption. The highest price is esti- 
mated at about $15 per ton—for use up 
to 500 tons per day. As consumption 
approaches the plant’s 1,000-ton capac- 
ity, the price drops progressively. Linde 
figured U. S. Steel’s requirements would 
not reach the lowest rate before 1964. 

Linde thus committed itself to carry 
the capital costs of as much as 500 
unused tons of plant capacity, and even 
more unused pipeline capacity, for a 
long period before revenue would come 
in from that part of the plant. 
¢ Advantage—Linde did have one very 
real advantage, though. It had been 
researching the economics and engi- 
neering of oxygen extraction for vears 
Now, for a plant that size, it had its 
big chance to capitalize on the latest 
and best knowhow and equipment 

The designers went, for example, to 
an axial flow compressor—markedly 
more efficient than centrifugal compres- 
sors, but only for very big loads, and 
yielding significant savings in power 
cost. As far as Linde knows, it’s the 
largest such compressor ever built for 
an oxygen plant. Actually, Linde had 
some severe mechanical problems with 
it, delaying service some months. 
¢ Gaseous Gain—The pipeline offered 
another advantage. Only infrequently 
do oxygen generators serve loads larg 
enough and near enough to permit dis 
tribution of gaseous oxygen. So, com- 
monly, they generate liquid oxygei 
which loses some of the economies 
the large generator because it require 
high-pressure construction and _ ver 
costly pumping equipment. 

Because USS can accommodate the 
huge output at several commonly owned 
load centers, reachable by pipeline, 
Linde can generate gaseous oxygen in 
much less expensive low-pressure cold 
boxes, with conventional pumping 
equipment. 
¢ Oil-Free—Some Linde knowhow also 
enables it to load the pipeline econom- 
ically. The oxygen is pressurized to 250 
psi. for transmission—a tricky business, 
for any pump must be lubricated but 
oil and oxygen make a savagely ex- 
plosive mixture. The alternative of 
water-lubricated equipment is costly. 
But Linde, which already had been 
developing plastic air seal rings, could 
avoid that expense through the use of 
such oil-free seals. 

This enabled it to design the pipe- 
line for loads far greater than the Mon 
Valley generator can supply. Design 
capacity is 450 -psi., at which it could 
handle 5,000 tons per day. 
¢ New Ground—In the Chicago area, 
Linde serves a large and fast-growing 


Inland Steel Co. metallurgical oxygen 
load via a 3-mile, 8-in. pipeline from a 
central generating plant. In Welland, 
Ont., it serves two such loads thus. A 
regional competitor in Houston serves 
several customers by a common pipe- 
line. Throughout the trade, particularly 
since steel industry loads have de- 
manded on-site plants, “over-the-fence” 
oxygen pipelines have become routine. 
Reportedly, there’s even a 15-mile line 
in France. 

Where the Mon Valley project really 
breaks new ground is in the fact that 


a single-purpose pipeline can open 
so many doors—technical, commercial, 
and otherwise. It takes an unusual 


combination of loads and geography, 
and a prettv unusual customer-supplier 
relationship, to make it possible even 
to consider such a pipeline. 


The Sky‘s the Limit 


Oxygen’s future in steel is so tre- 
mendous that it’s easy to lose the im- 
mensity of Mon Valley’s present just in 
speculating about its future. That future 
is to be found in the oldest thermal tool 
that steelmakers use—the centuries-old, 
iron-smelting blast furnace. 

Steelmen have been intrigued for 
years with the theoretical prospects of 
an oxygen-enriched ‘hot blast. But the 
economics have been so discouraging 
that among the major U.S. producers 
only Weirton Steel Div. of National 
Steel Corp. has invested in oxygen for 
routine iron smelting. For the very 
occasional blast furnace assigned to pro- 
duction of ferromanganese—a raw mate- 
rial essential to steelmaking—oxvgen 
enrichment proved attractive in the mid- 
1950s. That’s why Linde built its 500- 
ton plant at Duquesne. 
¢ Serious—There are quite a few rea- 
sons why quite a few producers today 
are experimenting in dead earnest with 
oxygen enrichment on iron furnaces. 

The prospects are attractive enough 
that these investigations are top secret. 
But considerable time is aoeked. 

Still, from a computer study Linde 
made public last spring, you can figure 
where the U. S. Steel iron furnaces sup- 
plying the four Mon Valley steel plants 
might require 6,000 tons of oxygen per 
lay over and above the capacity of the 
1,000-ton and 500-ton plants. 

* Back-Up—One of the reasons even so 
ge an oxygen producer as Linde can 
even dream of oxygen iron smelting can 
be seen in that Linde-owned generating 
capacity within the Pittsburgh area— 
6% more than the British have on 
order for their entire industry. END 
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Member Federal Deposit Insurance Corporation. 


Lunch hour at 42nd Street and Madison Avenue, 


Manufacturers Trust Company has more offices...to help 
you do business in the city...than any other New York bank. 


Also 2207 correspondent banks throughout the United States Representative offices 
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Pres. Kennedy has put a new sense of urgency into the handling of 
U.S. foreign policy. In his State of the Union address, Kennedy warned 
the nation of the perils we face abroad. And he did it in much starker 
language than Pres. Eisenhower liked to use. 


When you come down to concrete policies, though, Kennedy hasn’t 
come up with anything really new. Nor will he very soon. In the main 
problem areas, only shifts of emphasis, or of tactics, are likely—unless 
we run into a major international crisis with the proportions of Korea. 





Kennedy was skillful, of course, in outlining the big problems and in 
suggesting his approach to them. 


Take U.S.-Soviet relations. Without being belligerent, Kennedy let 
Nikita Khrushchev understand that smiles wouldn’t lull the U.S. into sur- 
rendering any free world strength. To drive his point home, the President 
announced a strengthening of our capacity to airlift troops plus a speedup 
in the building of Polaris submarines and in missile development. As if to 
reinforce his words, the Minuteman went through a test firing on Wednes- 
day with flying colors (page 20). 


On the other hand, Kennedy stressed his readiness to negotiate an 
arms control arrangement that would reduce the danger of nuclear war. 
Here, as in his behind-the-scenes moves to restore routine diplomatic rela- 
tions with Moscow, Kennedy’s aim is simply to cut down the chances of war 
by miscalculation. He doesn’t expect in these ways to halt the Communist 
drive for world domination. 


To meet the Communist offensive in the underdeveloped areas of the 
world—from Asia to Latin America—Kennedy called for a “towering and 
unprecedented” aid program. For the moment, he apparently isn’t think- 
ing of large additional economic aid appropriations. Most of the new aid 
money, he suggested, must come from Western Europe, especially West 
Germany. What he wants from Congress is a more flexible, longer range 
aid program that puts more stress on promoting education, social justice, 
and regional development. 


Kennedy also indicated that he plans to use U.S. farm surpluses more 
lavishly to combat hunger. He came back again to his idea of a “national 
peace corps” to help the underdeveloped countries. 


Latin America got special attention in Kennedy’s address. 


On the one hand, the President warned Moscow that it could not expect 
to maintain its beachhead in Cuba for long. “Communist domination in this 
hemisphere can never be negotiated,” he declared. 


As for economic assistance, the highest priority is to go to Latin 
America. Specifically, the President asked Congress to appropriate $500- 
million for the social development program ‘!:at Eisenhower had proposed. 


ad 


In the case of U.S.-European relations, “ennedy did little more than 
refer to the strains within NATO and call on the U.S. Senate to approve the 
new 20-nation Organization for Economic Cooperation & Development. ‘ 


However, his firm line on the U.S. balouce-of-payments problem was 
intended mainly for Western Europe—the n:in source of pressure on the 
dollar. He pledged to use all our reserves—-a total of $22-billion if you 
include our drawing rights in the Internation: Monetary Fund—to defend 
the dolla: at the present gold price. 












I NTERNATIONAL OUTLOOK (Continued) 





BUSINESS WEEK 


FEB. 


74 


4, 


1961 


Kennedy’s stand on the dollar problem had a favorable impact ‘this 
week in European financial centers. This was due as much to his realistic 
appraisal of the problem as to his pledge to defend the dollar. 


For over a year now Europeans have questioned our ability to check the 
gold outflow unless U.S. industry got its costs in line and the U.S. govern- 
ment cut its overseas spending. Now, across the Atlantic, the questioning 
goes like this: Will the new Administration be able to combine domestic 
expansion with a reduction in the U.S. payments deficit? 


Temporary help in narrowing the deficit is due from West Germany, of 
course (BW—Jan.28’61,p90). Then, there is a concerted effort among the big 
Western nations to get short-term interest rates closer together. If London 
rates fall soon, as expected, short-term money could well be attracted back 
to the U. S.—reversing the trend of the past six months. 


Brazil, living in a heady glow from a spectacular economic develop- 
ment spree, has learned about cost from President Janio Quadros. 


In a chilling “state of the union” message shortly after his inaugura- 
tion this week, Quadros told the nation that Brazil is down to its last nickel. 
Then Quadros etched out the general principles of his administration: 


¢ There will be a drastic belt-tightening to rescue the country from its 
financial situation, which Quadros termed “terrible.” 


¢ Confronted with inflation, Quadros warned both labor and business to 
restrict their demands. 


¢ He promised a “no-quarter fight” to restore morality to public affairs. 


In foreign affairs, the new president promised that Brazil would 
remain true to its traditions and geography and would honor its inter- 
national agreements. Nonetheless, Quadros is expected to follow an inde- 
pendent international course. He proclaimed Brazil’s ports open to all 
nations that wish to trade with it. He also stretched out Brazil’s hand to 
the newer nations, saying that Brazil would “understand their occasional 
excesses.” 


The new president’s message was a blazing indictment of predecessor 
Juscelino Kubitschek and his policies. “What has brought resounding pub- 
licity,” Quadros said, “must now be paid for, bitterly, patiently, dollar by 
dollar, cruzeiro by cruzeiro.” 


The British and West German governments have worked out a possible 
line of accommodation between the six-nation European Economic Com- 
munity and the seven-nation European Free Trade Assn. 


After three months of intensive joint study, London and Bonn have 
agreed that the two trading blocs should form an association—one that would 
combine some features of a customs union and some of a free trade area. 
The British are willing to throw their preferences in Commonwealth markets 
open to negotiation so that the Six would have tariff equality with Britain 
in these markets. In return, the Six would have to give Commonwealth 
nations some import concessions, especially in agricultural products. 


There’s a hitch, though. It’s France. Even the Germans can’t persuade 


Paris to discuss the Six-Seven problem. 
Contents copyrighted under the general copyright on the Feb. 4, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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THE NEW 





NOTHING LIKE IT... The nei Currency Changer is unique. Not 
only does it make change for coins and one dollar bills, but for five dollar bills as 
well! Rejecting slugs and counterfeits with electronic accuracy, it gives a complete 
range of change for genuine currency from a dime to five dollars. 


By sparing valuable personnel for more profitable tasks, the Currency Changer 
saves you time and money. By indirectly stimulating impulse buying, it even makes 
money. And all this with speed, efficiency and complete dependability. 













GET THE FULL DETAILS... Learn how the Currency Changer can 
solve your change-making problems. For an illustrated brochure write: National 
Rejectors, Inc., 5100 San Francisco Ave., St. Louis 15, Mo. 


The only machine 
that makes 
change for $7.00 
and $5.00 bills 
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Factories: St. Louis, Mo. 
Hot Springs, Ark. 
Buxtehude, Germany 


Branch offices: Atlanta, Boston, 
Chicago, Cleveland, Dallas, Detroit, 
Hot Springs, Los Angeles, Miami, 
New York, Pittsburgh, 

Richmond, San Francisco, Seattle, 
Montreal and Toronto, Canada 
and Buxtehude, Germany 
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In Business Abroad 


British Publishing Giants Talk Merger 


Stir Cries of Monopoly in Parliament 


News of Britain’s biggest-yet press merger startled Fleet 
Street last week and stirred renewed Parliamentary clamor 
for a government investigation of monopolistic trends 
in the British publishing business. 

Now that the dust has settled, it is pretty certain that 
Daily Mirror Newspapers, Ltd., the tabloid group, headed 
by newspaper czar Cecil Harmsworth King, will succeed 
- in its share-exchange bid for Odhams Press, Ltd., one of 
the world’s largest magazine publishers. 

The Mirror group and Odhams between them own 
most of the popular glossy magazines and a large portion 
of Britain’s trade journals. In addition, the Mirror has 
its daily and Sunday tabloids; and Odhams owns the 
Daily Herald, former Labor Party organ, and The People, 
a highly successful Sunday paper blending politics and 
Sex. 

Earlier, Canadian publisher Roy H. Thomson had 
wanted to take over Odham but he is apparently unwill- 
ing to offer a counter bid to the Mirror group’s bid of 
$84-million. 

For a while it looked as though the government was 
going to intervene and quash the merger on the grounds 
that it would result in a publishing monopoly. At mid- 
week, however, Prime Minister Harold Macmillan told 
Parliament that the government at this time “has no 
effective power to intervene to prevent negotiations 
being brought to a conclusion.” He quickly added 
that he had not compietely closed his mind on the 
matter. 

If the merger goes through, the new company will be 
one of the largest newspaper, periodical, and printing 
gioups in the world. It will have combined assets of 
$275-million. 

a e * 


Toledo Gets Foreign Trade Council; 


Trend Even Extends to Landlocked Cities 


Regional foreign trade councils are springing up all 
over the U.S.—not only in such traditional export cen- 
ters as New York, San Francisco, and Chicago, but in 
areas as landlocked as Oklahoma City and Reading, Pa. 

The latest—Northwest Ohio Export Development 
Council—was formed this week in Toledo. It is made 
up of bankers and export managers of large corporations 
in the area. 

This group, whose experts cope daily with export 
problems, will help small manufacturers who want to 
build up sales overseas. Toledo businessmen hope this 
will spur local manufacturing by opening new markets, 
and will increase exports through the Port of Toledo, 
now linked with the Atlantic via the St. Lawrence 
Seaway. 

Commerce Secy. Luther H. Hodges, who ran a highly 
successful export council when he was governor of North 
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Carolina, is known to favor development of these local 
councils. He thinks that the new export volume gen- 
erated this way will beef up the government’s efforts to 
improve the U.S. balance of payments. 


New African States Move to Retain 


Economic Ties to European Community 


Sixteen new African states—originally associated with 
the European Economic Community (EEC) as depend- 
ent territories—want to keep their economic ties with 
Europe now that they are independent. This was evi- 
dent in Rome last week at a meeting between EEC dele- 
gates and representatives of the African states. 

The Rome meeting laid the groundwork for a Eurafri- 
can summit conference next June in Strasbourg, France, 
seat of the EEC High Authority. The conference will 
seek to establish continuing cooperation between the six 
EEC nations and their former African territories. 

A five-year association of these territories with EEC 
was set up under a convention signed in 1957. Though 
the territories have become independent in the mean- 
time, EEC decided to maintain the convention until 
it expires in 1962. Since a new convention linking Africa 
and EEC will take about a year to ratify, it must be drawn 
up by the end of this year. This will be done at Stras- 
bourg. 

EEC members are delighted that the new African 
states want to remain economically tied to Europe. Only 
in this way, they feel, can EEC maintain its preferential 
position among these former colonies, in terms both of 
a market for its goods and a constant source of raw 
materials. 


British Installment Buyers Get 
A Year Longer in Which to Pay 


British industry is lukewarm to Whitehall’s latest move 
te stimulate the economy—a government decree length- 
ening the payment period in installment buying from 
two or three years. Businessmen say stronger steps to 
relax consumer credit are needed. 

Whitehall answers that its relaxation of regulations 
was designed to help only the seriously depressed auto- 
mobile and consumer durable industries. ‘These two 
industries, government sources explained, have so much 
idle capacity that they can be helped without straining 
the economy. 

Britain’s auto industry expects a slight improvement 
in domestic sales. Here the length of the period for 
payment is an important factor in the sale. Consumer 
durable manufacturers doubt that the government move 
will do them any good at all, since the required 20% 
downpayment—not the period for payment—is the in- 
hibiting factor with their customers. 

Still, London businessmen are hopeful that the gov- 
ernment action is a first cautious step toward greater 
relaxation of British consumer credit. They base their 
optimism on signs that exports are rising and imports 
are slowing in 1961. 
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The nearsighted MISTER MAGOO says... 
“1938? What magnificent memories. I gave that 
boy Corrigan his navigating instructions, and 
General Electric invented the reflector lamp. Happy 
birthday, G-E Reflector Lamps! Blast this carafe! 
How do they expect a man to get a cup of coffee?” 






© uPA 
PICTURES, INC. 


General Electric Reflector Lamps 
laugh off dirt and dust— 
send more light where it’s needed 


Now you can cut maintenance costs—and get more 
light overnight—without spending a penny for new 
lighting equipment or increasing your power costs. 

How? Switch to General Electric Reflector Lamps 
in your filament or mercury lamp systems. 

A pure silver reflector (or phosphor in mercury 
lamps) is sealed inside a specially shaped bulb where 
it can’t get dirty. It directs more light down on the 
job—day in, day out. You get all the light you pay 
for. Everybody gets more light, can do better work 
faster. 

Maintenance men seldom, if ever, have to clean 
fixtures. All they do is change burnouts—and the 
long, uniform life of G-E Lamps means changing can 
be done on a regular schedule. 


General Electric Filament Reflector Lamps (devel- 
oped in 1938) are available in 500-W, 750-W and 
1000-W sizes with pure silver reflectors (above). G-E 
Mercury Reflector Lamps (1952) come in 400-W 
(silver or phosphor reflectors), and 1000-W (phosphor 
reflector) sizes. Your General Electric Lamp distrib- 
utor can help you pick the best one for your business. 
Call him today. General Electric Co., Large Lamp 
Dept. C-12, Nela Park, Cleveland 12, Ohio. 


Progress ls Our Most Important Product 


GENERAL @@ ELECTRIC 


























MARKETING 


DealersN 


In San Francisco this week, a tall u 
Texan named Austin Hemphill (pic- 
tures) combined business with more 
pleasure than he had permitted himself 
in years under similar circumstances. 

The business was a convention of 
retailers in an industry that annually 
sells more than $30-billion worth of 
merchandise—the National Automobile n 
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Dealers Assn. Hemphill was there for 9 

the convention, but he and his wife | n 

Ruby were able to take more time for I b 

sightseeing because, for once, the con- | \ 

vention was harmonious and _less tl 

demanding. d 

e Wheelers Dealt Out—Almost un- ; u 

noticed, a change has come over the | : 

business of retailing cars. Only a few P 

years ago, NADA’s convention was | Pp 

on uns always marked by hand-wringing, shrill | St 

: : complaints, and cries of martyrdom. Si 

OLD FRIENDS GET TOGETHER to talk business and to socialize in the Top of the Now the business is suddenly stable al 
Mark, the cocktail lounge atop the Mark Hopkins Hotel. Left is Ford Vice-Pres. Lee A. and routinely prosperous. 

Iacocca; then Mr. and Mrs. Austin Hemphill, and George Jones, retired Ford dealer The loss of some 10,000 dealers 0 

and former NADA official. Hemphill, a Texas Ford dealer, has known Iacocca since the makes the difference. The wheelers-and- h 

latter’s trainee days. dealers of a few years ago, who stirred vl 
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in” Z | Ph. ow & “a 
. . . tour wharf displays of seafood .. . 


Hemphills and Joneses visit old ship... 
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Make 


up the commotion, couldn’t stand 
adversity and dropped out of the 
business. The career-type dealers are 
doing fine without them. 

According to Ben D. Mills, Ford 
Motor Co. vice-president and general 
manager of the Lincoln-Mercury Div., 
in 1952 there were 43,300 franchised 
new car dealers who sold an average of 
96 cars per dealership; last year, the 
number was down to 33,400 dealers, 
but they averaged 198 sales apiece. 
With fewer dealers selling more cars, 
the retail business’ has _ stabilized 
despite product changes on a_ scale 
unmatched since the 1920s. 
¢ Living on Hope—This helps to ex- 
plain why neither dealers nor auto com- 
pany officials at the NADA convention 
scemed frightened, even though January 
sales ran nearly 20% below November 
and December. 

As he sipped a cocktail at the Top 
of the Mark (picture, upper left) with 
his factory’s chief, Lee A. Iacocca, Ford 
vice-president and general manager of 





. . . get acquainted with cable cars . . a 
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the Ford Div., Austin Hemphill voiced 
the confidence of many dealers when he 
said he intends to sell more cars this 
year than in 1960. Hemphill, a dealer 
of 20 vears’ experience, sells Fords in 
San Antonio, Houston, and Dallas. 

For the next month or so, dealers and 
factory people expect sales to bump 
along at an annual rate of less than 5.5- 
million cars. But thev feel that the rate 
will begin to rise in the second quarter, 
will accelerate sharply in the third quar- 
ter, and will race along in high gear in 
the final quarter. 
¢ Optimism on High—“The last half of 
the year is going to be a very good six 
months indeed,” Chrysler Corp.’s Pres. 
L. L. Colbert told dealers. 

Iacocca put it in terms a dealer can 
see every day in his showroom. He said 
about 22,000 people were buying new 
cars every dav in November and De- 
cember. “For the next 60 days,” he 
said, “it looks as if 5,000 or 6,000 
people per day are dropping out. But 
the truth of the matter is that, by every 


‘ 





and attend company “hospitality” hours. 







p With Auto Factories 


sign we've used in the past, things can’t 
go on like that.” 

Disposable income is still high, he 
noted. “The only question is how do 
you get them to dispose of it?” 

Chevrolet’s general sales manager, 
K. E. Staley, expressed pretty much the 
same outlook: slow sales for a couple 
of months, then a sharp pickup. Most 
factory officials agree on a forecast of 
around 6.2-million to 6.3-million new 
car sales in 196]. Dealers sav only that 
it looks like a good, unsensational year. 
e Excessive Inventory—Evervone from 
Pres. Kennedy down to the 50-car-a-vear 
dealer in the small town knows the in- 
ventory of new cars is too high, though 
Colbert qualified it with “at this time.” 
Manufacturers aren’t willing to concede 
that the present field stock of about 
]-million cars is anything more than a 
sign of slow business. Their effort to get 
dealers routinely to carry bigger stocks 
of cars is just about the only quarrel the 
dealers have with them right now. In 
other years, the dealers have been 
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The Right 
Rubber Part 


-TO FIT YOUR PRODUCT 


Must be: 1. Custom made. 2. The product of a 
carefully designed die or mold. 3. Developed from 
properly compounded rubber stocks. 4. Backed 
by ability and experience gained through a 

wide variety of industrial applications. 

Western serves such diverse industries as commu- 
nications, electronics, transportation, farming, 
plumbing, heating, chemistry and pharmaceuticals. 

Why not let Western’s proven success in these and 
allied fields help to produce the rubber part you need. 








Write or phone for 
information, literature 
or a visit by our sales 
engineer in your area. 








SINCE 1902 


So 


WESTERN RUBBER CO. 


GOSHEN 8, INDIANA 


MOLDED AND LATHE-CUT RUBBER PARTS FOR ALL INDUSTRIES 


Your work fis 
aS Good as 


your leona 


HAMILTON 
BOND ¢f couse 


HAMILTON 
PAPERS & 


Hamilton Paper Company, Miquon, Pa. 
Mills at Miquon, Pa., and Plainwell, Mich. 
Offices in New York, Chicago, Los Angeles 
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known to lynch the manufacturers, 


verbally and in absentia. 

To keep pace with sales, the factories 
have cut production back to below 
100,000 cars a week (compared to a 
peak of about 150,000 a week in the 
last quarter of 1960). But they insist 
that the time-honored criterion of a 30- 
day supply of cars is no longer valid. 
With today’s great variety of models, 
dealers should carry 45-day or even, 
when business is brisk, 60-day stocks, 
they say, to be sure of meeting the 
customer’s demands. 
¢ Costly Practice—The theory may be 
sound, the dealers retort, but the prac- 
tice is getting more impractical every 
year. It’s just about impossible to keep 
enough cars on hand to give instant 
delivery always, they say. Meanwhile, 
by trying vainly to do it, dealers are 
running their financing costs way up. 

Dealers must borrow the monev to 
pay the factories for cars. Hemphill 
savs finance charges last year cost him 
$63,000. Birkett L. Williams, retiring 
president of NADA, says that last year 
“we dealers wasted, and poured down 
the drain, $83-million in carrying new 
cars in excess of a 30-day supply— 
that’s more than $2,500 apiece for every 
dealer in the U.S.” 

The solution that Williams, Hemp- 
hill, and other dealers see is simple to 
suggest but hard to practice: to learn 
to say no when the factory man tells 
the dealer he should carry larger stocks. 
That also means educating the cus- 
tomer to accept delay on special orders. 

Accepting this solution even in prin- 

ciple marks a big change for NADA. 
Through the 1950s, when auto retail- 
ing seemed to suffer a new shack every 
year, the standard demand for a remedy 
was legislation. One result of this move- 
ment was the price-labeling law. 
e Used Cars, Compacts—This year’s 
gathering of dealers adopted the new 
serenity in viewing two other much- 
discussed problems: the low state of 
the used car market and the future role 
of the compact cars. 

There’s no question that the com- 
pacts are changing the dealers’ business. 
Dealers who are on the second model 
round with the smaller cars agree that 
profits are lower on higher unit sales; 
that means closer control of costs. The 
compacts, Hemphill told the Ford fac- 
tory people, “have turned the used car 
market inside out.” Late-model middle- 
line used cars used to be a dealer’s de- 
light; now prospective buyers are likely 
to think of a new compact instead. 

Used car prices have been sliding. 
“A used car is worth only what you 
can get for it tonight,” Hemphill said. 
Iacocca assured him that, at last, used 
car prices seem to have stabilized after 
a drop that only once before—in 1958— 
had been so severe. 

“That stabilizing is why business 
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should pick up in the next 60 days,” 
said Iacocca. “We have a big market 
in the spring by worrying about used 
cars in February.” 

¢ Turbulence Ahead—Dealers confess 
that it makes them uneasy to have so 
many name plates on the market. 
Especially because of the compact cars, 
some existing makes or models will be 
crowded out, they fear. They try to 
keep an open mind about the compacts, 
though, approving Colbert’s statement 
that “I don’t see how anyone can tell 
what the future of the compact is.” 

They feel, too, that still more changes 
in the types of cars are coming. Iacocca 
agrees: “There are going to be smaller 
cars and bigger cars. There will be cars 
in between the Falcon and the big 
Ford. Wait two years from now till 
vou see some of the cars we've got.’ 
¢ New Standing—The calmness with 
which dealers accept such a turbulent 
view of the future underscores the 
prime fact that emerged in San Fran- 
cisco: The days of market turmoil and 
circus selling appear to be over. 

Birkett Williams mentioned one 
reason for the change: “There has 
never been a time when the factory- 
dealer relations were as good as they 
are now.” 

The factories seem to have given 
NADA a new standing. Even Volks- 
wagen of America, Inc., which has 
successfully gone its own way in auto- 
dom, is now encouraging its dealers to 
join the association. It has even 
appointed a vice-president to act as 
liaison man with NADA, something 
the domestic factories haven't vet done. 
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Rich’s, Inc., big Atlanta department 
store, has sold its ultramodern Knox- 
ville branch to Miller’s, Inc., of that 
city. The deal makes Miller’s Knox- 
ville’s biggest retailer, with estimated 
volume of over $25-million. Richard H. 
Rich, Rich’s president, said the deal 
would enable his company to expand 
in its fast-growing home state. Trade 
talk has it that its Knoxville store has 
never come up to Rich’s hopes, in vol- 
ume or profit. 

Metrecal will soon be popping out of 
vending machines. Edward Dalton Co., 
division of Mead Johnson & Co., has 
completed an agreement with Chicago’s 
Automatic Canteen Co. of America 
under which Automatic Canteen will 
start offering liquid Metrecal in three 
flavors nationwide in its general-purpose 
machines for merchandise that must be 
kept under refrigeration. Fifty cents in 
coins buys an 8-oz. can (in stores, sug- 
gested list price for the 8-oz. can of 
liquid Metrecal is 35¢). 
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The Logical Place to 


Serve the WEST! 





Not since the 1850's has there been such a rush to California, the 
Pacific Coast states and the West, as is now in progress. Population 
growth, buying power, transportation and available industrial sites 
make the Metropolitan Oakland Area — Alameda County, Cali- 
fornia — the logical place to serve the West. Some of the reasons 
why you should locate your new plant in the Metropolitan Oakland 
Area are told in the folders illustrated. Send for them and see why 
MOA is the logical point from which to meet competition in 
the West. 
















. The Profitable Place to Serve the West 
. Industrial Site Brochure 

. Business Climate Appraisal 

. Industry “Grows Places” 

. California Highlights 

. MOA street and vicinity map 


. Plant Location Map (shows more 
than 200 nationally known company 
sites in MOA) 


8. You’re Lucky When Your Office 
is in Oakland 


9. Directory of Manufacturers and 
Wholesalers 


. The Broad Picture 


ss Oa fF WwW NH — 


BAA rrrorouitan cums 'iee 
QBaxiannd 1320 Webster Street 


Oak'and 12, California 
Mamet - . 
California Berra 


In strict confidence, and without obligation, please send me items checked: 


No. 1 (1 No. 2 (J No.3 ( No. 4 (No.5 (1 No.6 1 No. 7 ( No.8 ( No.9 No. 100) 


YOUR FIRM NAME 





STREET OR P.O. BOX 





CITY. ZONE STATE 





YOUR NAME HERE, PLEASE 
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The Builder's the Hot Market 


Appliance makers sell millions of dollars’ worth of 


equipment when they make a direct deal with a big developer. 
The trick is to keep dealers and distributors happy, too. 


“The door is open now, where we 
weren’t even ringing doorbells a few 
vears ago.” Thus an official of Wes- 
tinghouse Electric Corp. jubilantly 
views his company’s progress in a vast, 
untapped market for appliances and 
utility equipment: the builder. 

Westinghouse underlined its progress 
this weck at the annual meeting of the 
National Assn. of Home Builders in 
Chicago. It announced a contract to 
supply appliances and heating and cool- 
ing equipment for Windsor Park Es- 
tates, a $100-million Florida housing 
development. This deal may bring 
Westinghouse $3.75-million in sales. 
Last vear, it had an even bigger deal— 
$6-million—to supply the new Levit- 
town in the Baltimore area. 
¢ Mass Selling—l'igures such as these, 
at one swoop, explain the furor the 
builder market has created. New hous- 
ing, of course, has long meant appli- 
ance sales, sooner or later. But in the 
past, it was a house-at-a-time market, 
channeled through the local dealer. 

The mass builder has turned this 
market topsy-turvy. In the last few 
vears, manufacturers have organized 
for a new competitive battle. The 
giants, who sell everything from home 
appliances to large utility equipment, 
have the most at stake. It is estimated 
industry and company promotion out- 
lays will run $50-million this year. 

General Electric Co. sparked an in- 
dustrvwide drive—the Live Better Elec- 
trically program—five years ago (BW— 
Feb.11°56,p64). The utilities, through 
the Edison Electric Institute, and the 
manufacturers, through the National 


Electrical Manufacturers Assn., have 
taken this over. 
The Medallion Home program 


(which entitles a builder to use a bronze 
medallion to help sell houses equipped 
with appliances and a gold medallion 
if he uses electric heating) is an offshoot 
of the Live Better Electrically drive that 
shoots for the builder market. GE 
fathered the Medallion Home idea, but 
Westinghouse claims it was the first 
to put on a national campaign focused 
on what it calls the Total Electric 
Home. 


l. How Big a Market 


Electrical Merchandising Week, a 
McGraw-Hill publication, attempts this 
week to assay the size of the builder 
market. It concludes that no one really 
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knows. For one thing, General Electric, 
generally conceded to be out front, is 
resolutely mum. It refused to discuss 
its program with BUSINESS WEEK. 

One clue comes from Practical Build- 
er’s Marketing & Research Panel. It re- 
ports that in the first quarter of 1959, 
80% of houses in the $20,000-plus 
bracket came with built-in range and 
oven at the time of sale. Some 59% 
of the higher-priced houses had dish- 
washers; 62% had garbage disposers. 
One trade estimate has it that the 
builder now accounts for close to one- 
third of al! range and oven sales. Hot- 
point, for one, confirms that it sells 
most of its built-in cooking units this 
way. 


Il. Bumpy Road 


In the old days, when houses were 
built mainly to order, appliance dealers 
could hope to make the sale, if not to 
the builder to the home buyer. As home 
building reached mass __ production 
stages, dealers saw this market slip from 
their grasp. Naturally, they hollered. 

By now, though, reports the National 
Appliance & Radio-T'V Dealers Assn., 
the complaints are subsiding. Dealers 
concede that few are equipped to han- 
dle a big development or a large apart- 
ment house. But the gripes linger. 

In the first place, says Carroll Mc- 
Mullin, past president of NARDA and 
head of a Toledo appliance concern, 
direct manufacturer-to-builder deals sct 
a price that make dealer prices look 
“ridiculous.”” This hurts a dealer’s repu- 
tation, and his pocketbook. Moreover, 
the direct sale isn’t limited to the large 
development; even small builders may 
bypass the dealer. 

NARDA itself charges that what 
really hurts is when a builder contracts 
for more free-standing appliances than 
he requires, gets a good price on the 
package, and sells his surplus. Such a 
practice isn’t illegal, NARDA says, but 
it isn’t quite playing the game. 


Ill. Solutions 


Manufacturers, quite naturally, see 
no reason to lose a rich market just be- 
cause its dealers—and sometimes even 
distributors—can’t cope with it. But 
they are trying to keep their dealers 
happy. Distributors, and sometimes 
dealers, get a cut in the deal. Several 
manufacturers now require the builder 


to certify that he needs all the equip- 
ment he is buying. 
¢ How It’s Done—The Westinghouse 
setup shows how one big company han- 
dles the situation. 

In January, 1959, Westinghouse in- 
itiated its Total Electric Home _pro- 
gram. Its target: to sell more appli- 
ances and heating and cooling equip- 
ment, as part of its over-all drive to sell 
more big power equipment by stepping 
up the use of electricity (BW —Nov.25 
"59,p86). 

For the first 18 months, Westing- 
house concentrated on selling the utili- 
ties and the potential home buyer. Last 
August, the company set up a Residen- 
tial Sales Dept. and went after the 
builder in earnest. 
¢ Westinghouse Way—Each of the 
company’s 54 sales divisions has a resi- 
dential sales manager. He keeps his 
eye out for news of building projects 
and makes the pitch to the builder. 
Then he checks with salesmen, usually 
distributors—both owned and independ- 
ent—who submit their prices on the 
equipment they can supply. The man- 
ager figures out the total package, un- 
less subcontractors are involved, in 
which case the individual salesmen ne- 
gotiate with the subcontractors. 

The distributor always gets in on 
the program, and a dealer also may be 
cut in if he is the outlet for a given 
product. 

The builder gets a price break for 
volume buying. But his main benefit 
is the amount of promotion money the 
package brings him—plus all sorts of 
point-of-purchase promotional material. 
¢ Others in Field—GE works through 
a two-pronged operation: One involves 
sales of appliances, the other the all- 
electric house. In some areas, appli- 
ance dealers can get in on the sale if 
they are willing to work at it. 
¢ Gaining Headway—Westinghouse is 
not spelling out the results of its 
program. But it is especially happy 
with the gain in heating and cooling 
equipment sales to builders—up 100% 
since last August. Says Chris J. Wit- 
ting, vice-president, Consumer Products 
Group: “It’s the potential we're after. 
Industry estimates predict more than 
100,000 total electric homes will be 
built this year. That’s not much against 
total housing starts, but it’s almost 
160% more than were being built in 
one year just four or five years ago.” 

A side benefit is that builders are 
asking for new products to offer with 
their houses. And even dealers are be- 
ginning to feel they'll benefit—both 
from the impressive showcases the 
model homes provide and, later, from 
replacement sales. END 
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In Labor 


Truckers Face $5 Fee to Teamsters 


For Every Trailer Moved by Piggy-Back 


The trucking industry faces a prospect of paying a $5 
fee, effective Feb. 1, 1962, for every trailer or container 
moved by railroad flatcar, barge, ship, or plane. Pay- 
ments—required under new union contracts—will go into 
pension or health-welfare funds of the International 
Brotherhood of Teamsters. 

The fee plan in new central states’ trucking contracts 
(BW —Jan.28’61,p61) is IBT’s first step in a strategy to 
offset at least in part the loss of union jobs from the 
rapid growth of “piggy-back” operations. According to 
IBT’s Pres. James R. Hoffa, “thousands” of over-the-road 
drivers have lost jobs due to transshipment of trailers 
and containers. 

An alternative to the fee plan, or to the proposed use 
of the payments, may be worked out before next Feb- 
ruary. Parties to the recent contract agreed to undertake 
a one-year study of “problems created by [new] methods 
of transportation,” and to recommend possible solutions. 
If no mutually satisfactory solutions are devised, the fee 
plan will go into effect at the end of the year. 

The contract referred specifically to the ‘ ‘piggy- -back” 
movement of trailers or containers by railroad car, “fishy- 
back” transshipment by barge or ship, and the developing 
“pirdy-back” airplane operation. 


Webcor Cuts Use of Japanese-Made Parts 


In Response to Union Threat of Boycott 


Webcor, Inc., Chicago phonograph and recording ma- 
chine manufacturer, is cutting down on the use of parts 
and equipment imported from Japan. The company 
has found American suppliers for some parts it formerly 
imported and it will continue the search for others, 
personnel manager Robert Holtz told the company’s 
1,500 production workers in letters outlining the com- 
pany’s position. 

Webcor’s action was the first management response 
to an announcement by Local 1031, International 
Brotherhood of Electrical Workers, that its members 
will refuse to work on Japanese components after May 
1 (BW-—Jan.21’61,p98)._ Webcor is one of 83 Chicago 
area employers under contract with the local. 

Holtz explained in the letter that Webcor has had to 
import parts and equipment from Japan in order to 
maintain its competitive position in the industry. He 
noted that some components “have been available only 
in Japan.” Now the company has found American sup- 


- pliers for some of these parts. 


Michael Frank Darling, local union president, has 
asked a national committee of industry, agriculture and 
labor representatives to back the boycott. 
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Local 1031 had 47,000 members in 1958. It lists 
23,000 as actually employed at present. It blames much 
of the membership decline on heavy layoffs due to in- 
creased use of Japanese imports. 


Cost-of-Living Rise in December 


Adds Pennies to Workers’ Hourly Wages 


More than 150,000 workers received 1¢- to 2¢-hourly 
wage raises this week 2s a result of a .1% monthly increase 
in the consumer price index. The December figure 
released by the U. S. Labor Dept. was 127.5% of the 
1947-49 average, a record high for the fourth consecutive 
month. The total rise in 1960 was 1.5%—a jump from 
the 1959 increase of .9%, but substantially below 1957’s 
record 3.4% increase. 

Cost-of-living escalator clauses in union contracts gave 
110,000 workers in the metal fabricating and _ aircraft 
industries a 1¢ raise. More than 40,000 in trucking, 
bus lines and miscellaneous industries received 2¢. 

Major influences in the December rise were food and 
shelter costs. The biggest item in the over-all 1960 rise 
was medical costs, up 3.6% from 1959. Robert J. Myers, 
deputy commissioner of labor statistics, predicted that 
January’s figures will show “little or no change” and that 
1961 as a whole will see an increase of 1% to 2%. 

The Labor Dept. also recorded a loss in workers’ 
buying power, resulting mostly from a reduction in 
take-home pay. In December, 1960, the factory worker 
with three dependents took home $80.35, representing 
122% of his 1947-49 buying power. In December, 1959, 
he took home $82.50, representing 127.2% 


Toledo Utility Workers Strike Gas Company 


Over Hiring Contractors to Lay Pipeline 


Toledo members of the Utility Workers Union of 
America picked the coldest spell of the winter—10 and 
11 degrees below zero—to strike the Ohio Fuel Gas Co. 
The 389 workers oppose a company attempt to cancel 
a contract clause forbidding the use of contractors to 
install pipelines 8 in. in diameter or smaller. Picketing 
began Jan. 20. 

According to company officials, the company cannot 
meet construction schedules even with a fully employed 
work force when the volume of pipeline construction 
is high. They have offered to agree not to hire outside 
companies if it would result in the layoff or demotion 
of any employee 

UWUA Local 349 maintains that removing the clause 
would encourage tlie company to use outside concerns 
instead of hiring additional regular workers when line- 
laying booms. It could also cut down on the total work 
load that might keep present employees busy over a 
longer period. 

Meanwhile, s«ivice is being maintained by 80 foremen 
and other supervisory personnel. The company supplies 
the Toledo are: with natural gas. 
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No unpigmented rubber 


IN RUBBER MANUFACTURING 


GENTRO-JET...cuts shipping, 
storage, processing and handling costs 


Gentro-Jet is SBR-type rubber, carbon black and 
necessary oil, combined and steam-whipped ina 
unique process to assure super-dispersion. Shipped 
on easy-to-handle skids, this top-quality masterbatch 
eliminates the need for loose black, oil drums 

and bales of unpigmented rubber in your plant. 
Gentro-Jet is ideal for any operation where storage 
space is critical and shipping and handling costs 
are too high... and where product quality is vital! 
Gentro-Jet is only one of the many outstanding 
products manufactured by General Tire’s Chemical 
Division! Write today for information. 





GENTRO-JET BLACKMASTERS OFFER: Creating ” , 
® Increased tire tread life Progress Chamueal Livan 
© Faster processing Through GENERAL 
© Cleaner in-plant operation Chemistry vt gence Het 6 avence co 


© Selection of types to meet your needs 


THE GENERAL TIRE & RUBBER COMPANY 


Chemical Division -Akron, Ohio 


Chemicals for the rubber, paint, paper, textile, plastics and other industries; GENTRO SBR rubber 
GENTRO-JET b/ack masterbatch ¢ GEN-FLO styrene-butadiene /atices ¢ GEN-TAC viny/ pyridine 
Jatex © GENTHANE po/yurethane elastomer ¢ ACRI-FLO styrene-acrylic latices © VYGEN PVC resins 

¢ KURE-BLEND TMTD masterbatch © KO-BLEND j/nso/ub/e su/fur masterbatch 
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Investorsp. 


Stock prices keep on climbing 
despite the continuing downturn 
in general business. Skeptics 
point to price-earnings ratios. 


Wall Street had a simple description 
for the phenomenal strength of stock 
prices: “the Kennedy market.” 

The tag seems appropriate. The mar- 
ket began rising late in October, just 
before the Presidential election. By this 
week, as the chart at right shows, the 
Dow-Jones industrial index has climbed 
85 points from its 1960 low; at 650, it 
is only 35 points below its all-time peak. 
The latest upsurge was directly tied to 
Pres. Kennedy’s State of the Union 
message, which brought heavy demand 
for defense issues and also for many of 
the cyclical stocks that had been out of 
favor during 1960. 

Investors are betting not only that 
the current downturn will be short-lived 
but that Kennedy will spark a strong 
business upturn. The fact is that the 
rise in the market has taken place at a 
time when most economic indicators 
have been slipping. Stock prices turned 
down last year before it was apparent 
that the economy itself was headed for 
a decline. Now they have turned up de- 
spite the fact that business is showing 
signs of weakness and distress. 
¢ 1952 Pattern—In some respects, the 
market now resembles the pattern in 
1952, when Eisenhower was swept into 
office after 20 years of Democratic rule. 
Then, investors talked in terms of an 
Eisenhower market, and equity prices 
were bid up to new highs in the first 
months after he won. The difference is 
that economic activity then was still ris- 
ing, and the market actually started 
falling in February, before business 
turned down. The real bull market as- 
sociated with Eisenhower did not get 
rolling until the following September, 
when economic conditions were deteri- 
orating, as they are now. 

It’s likely that stock prices will react 
from the extremely sharp rise of the past 
few months. Analysts say that on tech- 
nical grounds alone a dip of at least 
minor proportions is due. They also sav 
that investors are displaying hopes that 
Kennedy will be able to stimulate eco- 
nomic activity, and that there is a 
growing feeling that a new bull market 
is taking shape. 

Certainly, investors are much less 
cautious now than they were during the 
1957-58 recession. Then, the market 
also hit a low in October. But it con- 
tinued to mark time in a relatively nar- 
row range until April, 1958, when the 
economy itself began to move up. Now 
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"Bet ona Kennedy- Sparxed Upturn 














ing | there has been little hesitancy. Since 

urn § hitting its October low, the market has 

tics moved up almost in a straight line. The Kennedy Market 

: ¢ Price-Earnings Ratios—Despite in- 

; vestor enthusiasm, some Wall Street 

‘tion veterans are skeptical about the new 

tock Kennedy eee They point out that 2 Se SS 
price-earnings ratios are now extremely 

mar- high, compared to either the start of 

just the Eisenhower bull market, when the 675 

this Dow-Jones index was below 300, or the 

the 1957-58 decline, when the _ index 

\bed | dropped to the 420 level. Today, the 

0, it , market is less than 5% below its all- 

eak. time peak, and stocks are selling at an 

1 to average of over 19 times earnings, which 

nion is about the 1929 level. Says an invest- 

and ment manager: “The economy will have 

vy of to start moving fast and go pretty far 650 — 


t of | to justify present price levels.” 

There is no doubt that if investors 
that are disappointed in their hopes, there 
snd can be a really sharp and drastic sell off. 
a This may happen if the business de- 
Ae. cline continues. But if the economy 
shows some improvement, by March or 





ol April, there is an even better chance 

wind that it will touch off a new wave of 625 ; 
ent demand for common stocks. 

Eng e Funds Available—This is because in- 


de- vestors—both individuals and _institu- 
tions—have plenty of funds available. 


























pe, Many of them are hoping for a sell off 
the that will give them an opportunity to 
fis buy stocks at lower prices. If a decline 
Pre: materializes, they will come in and buy, 
ae providing a floor under prices. Accord- 600 i 
pie ing to one institutional man, those on 
aie the sidelines will prevent any decline 
os below 600—provided, of course, that 
- rs economic conditions do not deteriorate. DOW-JONES INDUSTRIALS 
Be If there is a speedy improvement in 
ted the economy, investors will probably 
yee put their idle funds to work on the 
pt assumption that they had better jump 
bi on the band wagon before it is too late. 575 
<s The fact is that the cult of equities, 
7 which waned somewhat during the 
scl latter days of the Eisenhower Adminis- 
tration, is making itself felt again. In- 
act vestors feel that stocks are the best 
ast investment medium—as a hedge against 
ch- possible inflation, as a means of partici- 
_— pating in the future growth of business. 
ne ¢ Selective—This penchant for stocks 
nat > 550 
has been somewhat selective, concen- 
nt trating on some of the new glamor 
$e: groups—the shell home industry, pub- i 9 
et lishing, leisure—but it has been spread- 2 
ing to other areas, including the 
e oye stocks that were hit the hardest .ao pk 
the last year. This week, the defense stocks | | [ 
ket got a big play, and there was a further oe i te ee SOG) OR me 
we spreading of the recovery to other 
ar groups that have been lagging. October November December January 
he In a sense, the market is sharply split 
= into two distinct parts—a big but mis- eee ee 
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Blyth €& Co., Inc. 


Harriman Ripley & Co. 
Incorporated 


Lazard Fréres €% Co. 
Incorporated 


Dean Witter Ef Co. 


January 26, 1961 














This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


$50,000,000 
Montgomery Ward Credit Corporation 


$25,000,000 4%% Debentures, due February 1, 1981 
Price 99% 


and accrued interest 


$25,000,000 5%4% Subordinated Debentures, 
due February 1, 1981 


Price 100.50% 


and accrued interest 
Interest payable semi-annually on February 1 and August 1. 


Not redeemable prior to February 1, 1969. 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer the securities in such State. 


Lehman Brothers 


Eastman Dillon, Union Securities €% Co. 


Merrill Lynch, Pierce, Fenner €% Smith 


Stone €* Webster Securities Corporation 


The First Boston Corporation 
Glore, Forgan & Co. 
Kidder, Peabody €¥ Co. 
Carl M. Loeb, Rhoades €¥ Co. 
Smith, Barney & Co. 
Incorporated 


White, Weld & Co. 


Paribas Corporation 





























ROUTED COPY? 


If you are reading a routed copy of BUSI- 
NESS WEEK, compare the issue date with the 
date on your desk calendar. 

Business news is many times more valuable 
when fresh off the presses. Our editors gather 


“spot news from the four corners of the 
business world—and rush it to subscribers in 
print. 


You can get all this much faster with a per- 
sonal subscription. Why not send in _ this 
coupon—today! 


BUSINESS WEEK, Subscription Dept., 330 West 42nd St., New York 36, N. Y. 
NEW SUBSCRIPTION APPLICATION 


Subscriptions solicited only from management men in business and in- 















































dustry. All information must be filled in for entry of subscription. 
1 Year of BUSINESS WEEK for $6 0 
| PREFER 3 YEARS for $12 (Saves $6 Over Regular 1 Year Rate) 
0 Bill me O Bill company 0 Check enclosed 
a eee ees Position 
2-4-61 
Business Address 
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City — Zone State 
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Product(s) © Distributors 
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Street oS ee a State __ 
© Mail Publicaticn to Home Address, as Above. 











* Above rates for U. S. and U. S. Possessions only: Canada, 1 year $8 Latin America, 1 year $20 
Other countries, 1 year $25 
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cellaneous group of growth stocks sell- 
ing at over 30 times earnings and a 
large number of cyclical issues selling 
at fairly moderate 8 to 15 times earn- 
ings. In any correction, the growth 
group is much more vulnerable. But by 
the same token, they are most sought 
after because they promise big capital 
gains. Says one analyst, “Everybody 
loves stocks, but they love the growth 
ones the most.” 

¢ Cyclical Issues—But with so many 
issues selling at very high prices relative 
to carnings, investors are bound to be 
paving more attention to the cyclical 
issues and others that are, relatively 
speaking at least, undervalued. If the 
current move into this area is sustained 
it will mean a broad advance, one that 
will have all the earmarks of a full- 
fiedged bull market. 

However, the market is now extremely 
vulnerable to short-term corrections. 
Since there is as yet no evidence that 
investors are engaging in a wide-spread 
flight from reality, as they appeared to 
be doing late in 1959, the almost per- 
pendicular advance of the last few weeks 
is unlikely to continue. Some traders 
will want to cash in on their profits, 
and, as one broker put it, “When prices 
go up this far this fast, there’s usualh 
pause for people to catch their breaths.” 

Few analysts think that there will be 
anything more than a pause—a break of 
sav 15 to 30 points—followed by a re- 
newed wave of buying. The notion that 
the market will experience as sharp a 
decline as it suffered last year is dis- 
missed by all but a small minority on 
Wall Street. The prevailing view is that 
enthusiasm for stocks is so entrenched 
that any decline is likely to bé a moder- 
ate one but that an advance can be 
spectacular. 
¢ Peril of Stampede—If a stampede into 
stocks does begin, it carries real dangers. 
For while investors are now bullish, a 
real bull market depends on definite 
signs of improvement in business. The 
big danger now is that investors’ hopes 
will become so ebullient that even a 
moderate upturn will prove a disap- 
pointment. As one investment man 
sums up, “Buyers are setting their 
sights awfully high. Even if Kennedy 
performs well, it is doubtful that he 
can perform miracles, but that’s what 
people seem to be expecting.” 

If there is a rush to buy stocks simply 
for the sake of buying stocks, it may 
lead to a blow-off—a fast rise followed 
by a steep decline. 

So far, at least, activity in the market 
has not reached this stage. True, there 
are some signs of a rush to get on the 
band wagon, but it has not yet reached 
dangerous proportions. The likelihood 
is that the market will retreat and then 
move forward again, trusting that, in 
Kennedy’s own words, the economy will 
begin moving forward, too. END 
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Wall St. Talks 


. .. about Fed’s open- 
market dealings, Simmonds 
Precision, stock sales of cos- 
metics and book companies. 


Rumors were rife in the money mar- 
ket this week that the Federal Reserve 
shortly may start dealing in securities 
with up to three years’ maturity in its 
open-market operations. ‘The Fed aban- 
doned its bills-only policy last fall, but 
to date hasn’t bought anything with 
more than 13 months to maturity. Fed 
officials savy the gossip is “premature,” 
but note that it would be “in line with” 
the opinion of the Federal Reserve 
Bank of New York that the Fed needs 
greater flexibility in the open market. 


After Ham, the chimpanzee, went on 
his successful ride from Cape Canaveral 
this week (page 60), Simmonds Preci- 
sion Products, Inc., took off on a ride 
of its own in the over-the-counter mar- 
ket. Trading around $5 since last fall, 
Simmonds suddenly turned “hot’— 
jumping above $7. The reason: an elec- 
tronic device called SARAH (search and 
rescue and homing) made by Simmonds, 
which guided vessels to the nose cone, 


Underwriters say that privately owned 
cosmetics companies are the latest group 
going public. Two issues—Charles of 
the Ritz and Lanvin Parfums—are al- 
ready slated for sale this spring. 
Meanwhile, the parade of new public 
offerings of textbook publishers con- 
tinues. The old-line Boston house of 
D. C. Heath & Co. is planning a public 
offering through Kidder, Peabody, and 
Grosset & Dunlap is also considering 
selling shares this year. 


Major Japanese banks are quietly 
shopping on Wall Street for dollar time 
deposits, offering rates of 5% and more 
for 90-day money. ‘There have been 
few takers because investors fear that 
japanese banks may be blocked from 
paying out dollars. But one money 
broker predicts that Greek and Pan- 
amanian funds, currently invested at 
short term in Canada, may be trans- 
ferred into U.S. dollars and thence to 
Japan once the Canadian 15% with- 
holding tax on interest paid to foreign- 
ers goes into effect. 


Current talk of a silver shortage—and 
a price rise—is premature, according to a 
report by Handy & Harman, precious 
metal specialists. Pointing out that the 
Treasury still has substantial free silver, 
the report says that “the short-term out- 
look is for continued price stability in 
the U.S.” 
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ASK THE MAN WHO USES NORDSON AIRLESS 





“We saved over*16,000 on 


29 


material the first year 





“Good finishing is as important on our 
corn pickers and manure spreaders as it is 
on household items, but finishing costs 
were getting out of hand. To improve effi- 
ciency we installed Nordson Hot Airless 
Spray Systems on two of our production 
lines. Paint savings alone the first year 
totaled over $16,000. On our picker line 
the new system cut spraying time more 
than 30%. 


We reduced housekeeping costs too, for 
we were able to reassign two men from 
cleanup operations. In addition to these 
savings, the finish of our products has 
been noticeably improved.” 


That is what Ralph Mueller, Plant Engi- 
neer of Avco Corporation’s New Idea 
Division, Coldwater, Ohio has to say about 
Nordson eq: uipment. If you spray var- 
nishes, paints, adhesives or other indus- 
trial coatings, it will pay you to find out 
how the Nordson System can provide sav- 
ings and improve quality for you. For full 
information write Nordson Corporation, 
17 Jackson Street, Amherst, Ohio. Spray Unit is the most versatile “paint 
shop” developed for American industry. 


NORDSON*ORIGINATORS OF AIRLESS SPRAY 





New Idea corn pickers have many hard- 
to-reach angles. With Nordson equipment 
they all receive a full coat without costly 
overspray. 





Nordson Model 15000 Hot Airless 








To a P.A. who still buys canvas 


companies, or their employees, 40% 
to 70% of glove costs. 


Free Offer to Employers: We make 


¢ Case No. 582 is the experience of 
a large appliance maker (name on 
request). To eliminate lint marks on 





highly polished laminates, they replaced 
canvas gloves with Edmont No. 101 
lint-free gloves of impregnated fabric. 
Result: The job-fitted Edmonts not only 
solved the lint problem but wore 4 times 
longer, cutting their glove costs in half. 
Safer grip and protection against sharp 
edges were also noted. 

Edmont makes more than 50 types of 
coated industrial gloves to fit the job. 
Use of the correct glove usually saves 


more than 50 types of coated and im- 
pregnated fabric gloves. Tell us your 
operation. Without cost, we will recom- 
mend correct gloves and send samples 
for on-the-job testing. Edmont Inc., 
1220 Walnut St., Coshocton, Ohio. 
Edmont Canada Ltd., Cowansville, Que. 


rey 


‘Edmont 


JOB-FITTED GLOVES 
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In the Markets 


Hesitant Trading in Government Bonds 


Suggests “January Rally” Is Losing Steam 


Trading in the government bond market almost 
stopped dead this week as dealers waited for the new 
Treasury debt-management team of Douglas Dillon and 
Robert V. Roosa to announce the terms of their first 
refunding (BW —Jan.28’61,p105). 

At midweek, the terms had not yet been made public. 

However, the market’s nervous hesitation was taken as 
a sign that the traditional “January rally” in the bond 
market—which was less spirited than usual this year— 
is running out of steam. The 1960 high in bond prices 
came as long ago as August, and since then, prices have 
dropped irregularly, and yields have risen correspond- 
ingly. 
Dealers say that the market’s performance, coming in 
the face of an aggressively easy Federal Reserve policy, 
just about eliminates any possibility for a renewed surge 
in bond prices. “The market,” says one dealer, “is 
already starting to discount the next spell of tight money, 
and the first of the Kennedy deficits.” 

But there is still evidence that funds are available for 
investment—if the price is right. Both corporate and 
tax-exempt municipal markets were described as “very 
firm” this week, even though trading volume was light. 
Bidding for new bond issues was aggressive. In the 
municipal market, for example, a $29-million Aaa-rated 
Connecticut issue—offered at an average yield of 2.7%— 
was said to be going well. 


SEC Charges Speculator Saved $100,000 
Through Manipulation of Glamor Stocks 


The Securities Exchange Commission was set up 
to protect the investing public from being fleeced by 
Wall Street. But lately the SEC has been spending a 
lot of time trying to protect Wall Street from “in- 
vestors.” 

The latest of these “man-bites-dog” cases came just 
this week when SEC’s New York regional office moved 
to halt an alleged manipulation of two of the market’s 
top glamor stocks—IBM and Polaroid—by an odd team: 

* Cecil Rhodes, Ivy Leaguer (Brown ’43, Harvard 
Law °48) and one-time fight promoter and race horse 
owner, who describes himself as a “financier and pro- 
moter.” 

* Eugene Szemzo, Hungarian refugee, and former 
customers’ man at Bache & Co. and Walston & Co. 
Inc., last heard from at the Hotel Lancaster in Paris. 

* Marshall Feld who, according to the SEC, is 
a “long-time associate of Mr. Rhodes” and a fanatic 
bridge player. 

The SEC alleges that late last October, Rhodes sold 
short 600 shares of IBM and 1,400 shares of Polaroid— 
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then worth about $600,000—through accounts at Good- 
body & Co. Thereafter, as both stocks began to rise 
(instead of dropping as Rhodes had hoped), SEC claims 
that “the defendants employed a device, scheme, and 
artifice” to knock down the price of IBM and Polaroid 
and thus cover Rhodes’ short sales at a profit. 

To do this, SEC says, they assumed false names and 
sold 4,000 shares of Polaroid and 1,500 shares of IBM 
through two other houses, Walston & Co., and 
Dominick & Dominick; at the same time, they were 
covering the short position at Goodbody. They did not 
own the shares they sold, SEC says, nor did they have 
any intention of ever delivering the stock. 

The upshot was that Walston and Dominick had 
to make good the sales, losing $33,000 in the process. 
SEC does not allege that the scheme was profitable 
for Rhodes; in fact, he lost heavily. But SEC claims 
that his losses were about $100,000 less than they would 
have been without the manipulation. As for Rhodes, 
he blames Szemzo: “I was victimized to a larger degree 
than were the brokerage firms. Because of Szemzo, 
my losses in IBM and Polaroid were in the neighborhood 
of $200,%00.” 


B&O Convertibles Attract Speculators 
Who See Quick Profit in Proposed Merger 


After the proposed merger between the Chesapeake 
& Ohio Ry. and the Baltimore & Ohio RR was an- 
nounced, both traders and investors bought B&O stock 
banking on the advantages that the merger should 
bring. As a result, B&O traded this week at $40, com- 
pared to a 1960 low of 248. 

But B&O common shares aren’t alone in attracting 
attention. There’s also increased activity in the B&O 
convertible income 44s due Feb. 1, 2010, which currently 
are trading on the New York Stock Exchange at about 
80¢ on the dollar. Speculators attracted to them aren’t 
buying for the conversion feature—the bonds are con- 
vertible at $100 a share, compared to the present market 
of $40—but rather for some fine print in the indenture. 

This provision calls for an additional surplus sinking 
funds for the 44s, equal to 50% of dividends, whenever 
annual fixed charges exceed $20-million—which they 
would if the merger takes place. 

According to Garvin, Bantel & Co., a NYSE firm, 
this would require retirement of $22-million on the 44s 
in the first year of the merger—virtually the entire issue. 
Garvin, Bantel says that “an attempt will be made to 
eliminate this provision, but the bonds are strongly held, 
largely by institutions unlikely to agree to any change 
in the indenture.” Under these circumstances B&O can 
be expected to buy up the floating supply of the bonds 
in the open market, and then eventually redeem the 
rest at the current call price of 105. 

A rise in price from 80 to 105 represents a nice profit 
in itself. But most sophisticated speculators are getting 
the B&O bonds on 25% margin—which would mean that 
the profit, assuming a call price of 105, would be better 
than 115%. On the other hand, there’s a possibility of 
big losses if the merger doesn’t go through. For the 
interest on the 44s is payable only if earned by the B&O. 
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mF BUSINESS WEEK “Three jet airliner crashes have hit the New York metropolitan area 
in the past six weeks. Total ~ ts 

FEB. 4, 1961 p eks. Total number of deaths: 144 

and If news summaries like this shock you—maybe cause you to think twice 

BM about commercial flying—you might find it worthwhile to read a new book, 

and The Probable Cause, by Robert J. Serling (Doubleday, $3.95). 

Vere 

not 

1ave This is no whitewash, nor is it loaded with idle scare. In effect, the 
author says, sure, there are some fatal accidents in the air—and there likely 

ae: A BUSINESS WEEK will be in the future, barring man’s sudden omnipotence. But look at the 

hl. record: 

ible 

ims | In the first place, it’s not true that “nobody walks away from an airplane 

wuld SERVICE crash.” Quite a few walk away. From 1946 through the first half of 1959, 

des, 103 U.S. airliners were involved in serious accidents. In 40 of these, every- 

ie one was killed. But in 25 of the accidents, some people survived—and in 

ee 38, there were no fatalities. (In one of the three recent New York crashes, 

- 102 of the 106 passengers and crew escaped, despite the fact that the plane 

was totally demolished.) 

So far, small comfort, but go one step further: Any time you drive 
your car over 60 mph., says Serling, you expose yourself to a far greater 
risk of death or permanent injury than when you step into a scheduled 
airliner. About 1,500,000 individual scheduled flights took off in the U.S. 
in 1959. There were nine fatal crashes—which adds up to only one fatal 

ike accident for about every 350,000 flights. 

art “It is a statistical fact that you are 20 times safer in a commercial 

‘+ airliner than you are in your own car,” says Serling. 

1c 

m- On jet safety, these comments: stronger, safer aircraft, compared with 
older prop craft. This is true, despite greater speed at higher altitudes. 

ng 

(O a KEP 

tly 

ut Investors in high tax brackets might look into a new kind of invest- 

n't ment fund that’s gaining attention—one that invests solely in tax-exempt 

n- state and local bonds, and pays a tax-free return. 

et It works like a mutual fund, with a group of investors pooling their 

re dollars to gain diversification and professional management. Technically, 

- these aren’t mutual funds at all, but trusts, roughly analogous to the fixed 

ey trusts so popular in the late 1920s. 

; Shares (or certificates) are not offered on a continuous basis, and there’s 
re no management or redemption fee. But, typically, there is a 4% sales 
38 charge when you buy the certificates. 

e. 
to 
d, So far, there are two such tax-exempt funds in the offing. One, spon- 

“3 sored by Ira Haupt & Co., the New York Stock Exchange member firm that 
i originated the idea (BW—Sep.10°60,p147), will run to $20-million; the 
as other, put out by John Nuveen & Co., an old-line Chicago municipal bond 

firm, will amount to $5-million. There will be a nationwide syndicate of 
it underwriters involved in the sales in both cases. 

8 Once the current fund is sold, Haupt plans additional ventures. Other 
‘ firms are almost certain to get into the act soon. 

T 
yf Pal Se 
e 
z “Health spas” in south Florida—set up to accommodate ailing or just 91 
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plain weary executives—are beginning to attract attention. New ones, 
opened in the past few months, offer sanctuary to wives, too. 

You check in, hotel-style. Atmosphere is strictly luxury-resort, not 
hospital. First, you get a complete physical examination by an attending 
physician, who recommends any needed plan for special diet, exercise, or 
other therapy—or who follows the routine prescribed by your own doctor. 
You can take advantage of a variety of medical aids: gymnasium, sulphur 
and salt water baths, whirlpool and massage treatments, dry and steam heat 
cabinets, for example. 


If normal, outdoor sport is what you need, there are usually choices of 
tennis, golf, swimming, boating, and fishing. 


Finer spas in the Miami area include Harbor Island, Treasure Key, and 
Lido. A few miles north, in Hollywood Beach, are Carlsbad and Sea spas. 
Others are slated for early opening. Tab is about $25 to $30 a day per 
person, double, through Mar. 31, on the American plan. Fee includes use 
of all facilities. 


Tax note: If you go under doctor’s orders, you may be able to deduct 
the cost as a medical expense. But don’t fail to have on hand a signed state- 
ment from your physician. 


a ees 


Shorter “boards” may mean your breakthrough to confidence in skiing 
—and maybe mastery of the “wedeln” style. Whether you’re just learning 
or perfecting your turns, you’ll probably find practice with a 214-ft. or 5-ft. 
size helpful. 


The rule is that the proper length of ski is determined by the wrist 
height of your arm when extended upward. However, many skiers find long 
skis a handicap in developing natural ability. 


Clifton Taylor, veteran ski instructor, now is marketing laminated 
hickory short skis with offset metal edges. The 2'4-ft. size (broader than a 
junior size of the same length) costs $19.95; the 5-ft. pair (for use on powder 
snow) is $34.95. Write to Short-ee Skis Inc., P.O. Box 61, Brattleboro, Vt. 


Travel: If you have a ski vacation in mind, remember that in some areas 
you can arrange in advance for a rented car equipped with ski racks and 
snow tires. 


Weather forecast: This frigid season is no true harbinger of colder 
winters in the next few years, says Columbia University’s Prof. Rhodes Fair- 
bridge—in fact, next winter is very apt to be milder, if you look at short- 
term weather cycles. 


True, there’s a long-term, worldwide trend toward colder climate, says 
Fairbridge, who just concluded a stint as co-chairman of an American 
Meteorological Society weather conference in New York. But it’s nothing 
to move south about, he adds. In the next 50 years, the average temperature 
in most parts of the U.S. likely will drop just two to three degrees. 


Darkness to light: If you’re dissatisfied with your background knowl- 
edge of Africa and its peoples, you can gain insight from a new 123-page 
book, An Atlas of Africa, by J. F. Horrabin (Praeger, $1.45 paper, $3.50 
cloth). Maps are simple, yet detailed, with text clear enough to make even 


the Congo situation understandable. 
Contents copyrighted under the general copyright on the Feb. 4, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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MakingBig Value OutofSmallLogs 


Two new Pacific Northwest 
lumber mills are highly mecha- 
nized to process logs often just 
chopped up for pulpwood 


Two of the lumber industry’s most 
highly mechanized mills are starting 
up in the Pacific Northwest with a 
feed stock that would have been be- 
neath loggers’ contempt only a few 
years ago. These mills—one operated 
by Simpson Timber Co. (drawings) and 
the other by Crown Zellerbach Corp. 
-process logs that average less than a 
foot in diameter. Most sawmills work- 
ing on a large scale insist on two or 
three times that diameter, at least. 

The two factors—the size of the logs 
and the mechanization of the mills— 
are Closely related. Without a high de- 
gree of automatic handling and proc- 
essing, it wouldn’t pay to put small 
logs through a mill; and mechanization 
in this industry—at least to the extent 
these two companies have gone with it 
-probably wouldn’t be possible except 
on a small-log mill, handling fairly uni- 
form sizes of timber. 


e Any Change Is Good—This concept 
of small-log milling could bring impor- 
tant changes to the lumber business, 
for which almost any change would be 
an improvement. 

Logging unions are after more pay 
and fewer hours, driving the industry’s 
costs up. Meanwhile, lumber prices 
drift lower, both because of dullness in 
construction and because of the in- 
roads that rival materials are making in 
wood’s historic market. 

Simpson and Crown Zellerbach see 
an inevitable spread of mechanized 
mills designed from the start to handle 
small logs at maximum profit. A small- 
log mill, they say, bases its economy on 
fast, high-volume work. And this con- 
dition is easier to attain with small logs 
than the huge ones that a conven- 
tional mill must contend with, since 
small logs are more uniform, and easier 
to toss around on conveyors. 

There are some small-log mills al- 
ready, mostly in the South, but they 
generally feed on big ones when the 
big ones are available. So they aren’t 
mechanized so directly for small logs 
as a mill built for that special purpose. 


Also, Southern mills, which are convert- 
ing largely to a pulp economy rather 
thin a lumber economy, aren’t saddled 
with the high wage rates and heavy 
freight costs that make mechanization 
so important for small loggers in the 
Pacific Northwest. 

Small logs—anything between 6 to 

34 in. or so in diameter—are quite 
often just chewed up for pulpwood, 
rather than being processed for lumber. 
Thus, in the normal course of events, 
they’re less profitable to conventional 
mills. 
e Abundant Source—The two new 
plants—Simpson’s in Shelton, Wash., 
and Crown Zellerbach’s in Columbia 
City, Ore.—are operated almost entirely 
from control consoles by workers who 
just press buttons and flick switches. 
Perhaps more important, these mills 
escape from the Pacific Northwest in- 
dustry’s old dependence on the fast- 
vanishing stands of giant, old-growth 
timber. 

The virgin stands of Douglas fir, the 
300- to 600-year-old trees that last year 
accounted for nearly 30% of the 35- 
billion board-feet of lumber produced 


Near the end of the line, two edgers—one taking rough boards from the gang 
mill, the other, larger chunks from the band mill—square off edges of the wood. 
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(Advertisement) 


and finishing flat, textured, striated, 
surfaces. 
Company of St. Gallan, Switzerland, 
Wilco Machine Works, Inc., 


tive. 


complete control, 


U.S.A. 
tors in 


In Canada, 
Principal Cities. 





— HIGH EFFICIENCY USING VIKING PUMPS 


mt ed 





The MACHINE pictured above is a Pressure Curtain Coater for paint coating 
corrugated and many other irregular flat 
Developed, patented and manufactured by 
the coating machine is also licensed for 
manufacture in the United States by George Koch Sons, Inc., 
Memphis, Tenn. are North American Sales Representa- 
Through exhaustive experiments and tests, Koch's proved that VIKING PUMPS 
were superior to any known or previously used equipment. They are now used 
internationally on Steinemann equipment, 
VIKINGS help Steinemann machines achieve almost 100% total paint utilization. 

This is one of many hundreds of cases where VIKING PUMPS play 
important roles as integral parts of equipment. 
situation requiring a smooth, even flow of material, or positive and 
check on VIKING PUMPS. For information, write 
for bulletin series B. VIKING PUMP COMPANY, Cedar Falls, 
it's “ROTO-KING” PUMPS. Offices and Distribu- 
See Your Classified Telephone Directory. 
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the Ulrich Steinemann 


Evansville, Indiana. 


because of their efficient operation. 


If you have a 


lowa, 














business card that 
keeps reminding! 


Put your business card copy on a 
Barton Pen or Pencil. Present it 
with pride. Remind prospects and 
customers of your company, 

your product, your service. 











It costs less than lunches 
. and it lasts! 
FREE! Colorful folder 
with 13 exclusive 
new models. 
Write today. 


SHAW-BARTON 


GERLACH- BARKLOW 
Calendar and Specially y 


SALES OFFICES IN PRINCIPAL CITIES 
GENERAL OFFICES AND PLANT, COSHOCTON, OHIO 
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On page 30 
you saw the famous hands of 
Norman Rockwell 


. whose illustra- 

tions and magazine 
covers are drawn 
~ from almost every 
phase of American 
life. And remember 
wherever automation 
touches life, you'll 
find Robertshaw in 
control. 





Robertshaw-Fulton Controls Co 


Executive Offices: Richmond 19, » Robertshaw &. 














YOUR POSTMASTER SUGGESTS: For faster 


and more efficient postal service... 


Learn the ‘“‘A.B.C.’s’”’ of good mailing habits! 


A postal delivery zone number 
helps speed your mail! 


B certain to include your return ad- 
dress on all letters and packages! 


C that the delivery address is correct 
and complete! 


MAIL EARLY IN THE DAY 
—IT’S THE BETTER WAY! 








by the industry, obviously can’t last 


forever. 

Some say there’s only 50 years of 
virgin timber left in Washington and 
Oregon. What Simpson and Crown 
Zellerbach are after is the second- 
growth timber that has sprouted up 
where the virgin forests once stood— 
second-generation trees only 80 or 90 
years along. 

These “young” trees are big enough 
to cut if the stand is managed intelli- 
gently. And they can be milled with 
lighter machinery than that in conven- 
tional mills. Lumbermen say they ac- 
tually recover more wood per acre, too. 
There’s less waste on the younger trees, 
less damage by disease, rot, and break- 
age in felling. The trunks taper less, 
making them easier to handle and slice 
up. 

The two new mills expect also to get 
much of their timber from the thinning 
of stands that won’t be harvested as a 
whole for 20 or 30 years later. Grow- 
ers weed out enough trees to give the 
rest more growing room. Usually, the 
thinnings are simply cut into chips for 
pulpwood, but Simpson expects them to 
make up 40% to 50% of the 30-mil- 
lion board-feet its mill will process each 
year. 
¢ Need to Mechanize—Small logs do 
have one drawback that has kept many 
lumber companies—including Weyer- 
haeuser Co., biggest of them all—from 
jumping into that field: A small log 
generally ties up a gang-saw about as 
long as a fair-sized log, yet yields less 
lumber. 

The new Simpson and Crown Zel- 
lerbach mills compensate for this by 
speeding up  materials-handling and 
standardizing their processing. 

When Simpson’s mill gets up to ca 
pacity production, its 10-man crew will 
turn out 120,000 board-feet of lumber 
in each eight-hour shift. That’s an ay- 
erage of 12,000 board-feet per man, 
compared with an industry average, says 
Simpson, of 5,000 to 7,000 board-feet. 
Simpson’s two conventional sawmills in 
Shelton are both considered modern, 
yet one requires 20 men to produce 
140,000 bd.-ft. per shift and the other, 
handling larger logs, turns out 150,000 
bd-ft. per shift with 25 men. 

Crown Zellerbach’s small-log mill can 
run material through about as fast. 
With nine men on the floor, it pro 
duces 110,000 bd.-ft. per shift. 

The Simpson and Crown Zellerbach 
small-log mills are similar in size (around 
24,000 or 25,000 sq. ft.) and in price 

“over $1-million”). However, each has 
its own special features. 
¢ How It’s Done—The elements of 
the process as the Simpson mill carries 
it out (drawings on pages 94 & 95) 
are typical of the type of mechanization 
a small-log mill needs to be a volume 
type operation. 
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The logs are first de-barked conven- 
tionally. Then photoelectric cells con- 
trol the conveying of the log to 
the cutoff saw, automatically measure 
the length of the log, and relay the 
measurement to the operator at the 
control console. He orders the exact 
lengths into which the log is to be 
divided, and the cutoff saw auto- 
matically follows his pushbutton in- 


} structions. It also squares off the ends. 


Conveyors carry the lengths of log 
to either a gang mill (which slices them 
into planks or boards) or a band mill 
(which cuts them into thicker slabs as 
a preliminary to making 2x4s or 
other thicker boards). The next stop in 
either case is an edger, that takes off any 
roundness on the edges. All these steps 
at the Simpson mill are done with 
fairly conventional equipment. 

After that, however, the operator 
presses a button to signal one of three 
destinations for the newly cut boards: 


) a “re-saw” for making boards narrower 


or thinner, a trimmer for cutting them 
shorter, or the storage space. He merely 
makes the selection on an automatic 
sorting system. 

A rotating magnetic memory disk 
relays the operator's orders to the con- 
trols of three different conveyors. The 
automatic trim-saw also uses a magnetic 
memory disk to guide it in cutting wood 
up to the lengths that the operator 
wants. 
¢ Before and After—Crown Zeller- 
bach’s small-log mill, which follows the 
same pattern of mechanization, also has 
automatic handling before and after the 
sawing operations. 

At conventional sawmills, men usu- 
ally sort logs by diameter on a mill- 
pond; Crown Zellerbach has a “dry- 
land automatic sorter.” As logs are fed 
into a giant sorting machine by con- 
veyors, the operator estimates the diam- 
ster of each log and pushes a correspond- 
ing button on his console. Photoelec- 
tric cells signal the controls that direct 
the logs automatically into 14 pockets 
or storage according to sizes. Then 
comes the de-barking and the regular 
nilling. 

After the lumber comes out of the 

sawmill, another automatic sorting sys- 
tem classifies the material by width and 
length, then stacks it by sizes. Patents 
on this process are pending, so Crown 
Zellerbach is reluctant to discuss details 
of this unit. 
* Fast In, Fast Out—“Lumbering today 
is getting like all other industries,” says 
1 Crown Zellerbach executive. “You’ve 
got to push raw materials in the door 
one minute and shove finished goods 
out the back door the next minute. 
Right now, the average sawmill can’t 
do it, handling the really big stuff. 
Small-log mills, working on uniform 
izes and lengths, though, could change 
ll that.” END 
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IN SAILING... 
EXPERIENCE IS THE GREAT TEACHER 


IN SCOTCH... 


TEACHER’S 
IS THE GREAT EXPERIENCE 





Colin E. Ratsey, world famous sailmaker, 
Vice President of Ratsey & Lapthorn Sailmakers, Inc. 


TEACHER’S 


HIGHLAND CREAM SCOTCH WHISKY 
[BOTTLED IN SCOTLAND | 


TEACHER'S HIGHLAND CREAM BLENDED SCOTCH WHISKY / 86 PROOF / SCHIEFFELIN & CO., N.Y. 











Solution to problem en page 8 








As a reader of BUSINESS 
WEEK, you are served by the 
largest world-wide network 
of business news reporters 
maintained by any magazine. 


Drawing lines beyond the dots pro- 
duces a simple solution. In selection 
and application of steel, aluminum, 
plastics and metalworking machinery, 
don’t settle for the obvious. Be 
*“Metalogical’’—call Ryerson. 
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Gulf Ready in April to Start 
First Fully Automatic Cat Cracker 


A catalytic cracking unit fully controlled by a Thomp- 
son Ramo Wooldridge, Inc., RW-300 computer will go 
into operation in April at Gulf Oil Corp.’s Philadelphia 
refinery. The unit—the oil industry’s first fluid catalytic 
cracker to be run by a computer on a “closed loop” basis 
--will produce 60,000 bbl. per day of high octane gasoline, 
- butanes, propanes, and household and industrial fuel oils. 

In automated process control, “closed loop” means the 
computer completely runs the show without human su- 
pervision. Instruments automatically take readings and 
feed them to the computer, which makes the necessary 
calculations and then sees that the controls are adjusted. 

Among fluid catalytic crackers, the nearest thing to 
Gulf’s closed-loop operation is Standard Oil Co. of Calli- 
fornia’s catalytic cracker in El] Segundo, where “open 
loop” computer controls are used. There, instrument 
readings go automatically to the computer, and the com- 
putcr makes the calculations needed. But an operator 
sets the controls. 

Gulf engineers and scientists began exploring the possi- 
bilities of computer controls about two years ago, and 
toward the end of 1959 began working with TRW 
scientists on process analysis, programing, and hardware 
engineering. ‘Their joint study shows the computer will 
raise the operating efficiency of the cracker to 95% of 
theoretical perfection. In conventional crackers, accord- 
ing to Gulf, about 85% is standard. 


Silver lons Used to Kill Bacteria 


In Water for Pools, Bottling Plants 


For several years it has been known that certain heavy 
metals are toxic to bacteria. Now, J. H. Scharf Mfg. Co. 
of Omaha is putting this principle to work in a new 
water sterilization process that kills bacteria with silver 
10NS. 

Scharf is pushing the process for use in swimming pools 
and hospitals—as well as in breweries to stop fermenta- 
tion, in bottling plants to stabilize soft drinks, and in 
food processing plants to preserve perishable products. 

The Scharf process is rather simple. About 1/70th of 
the total amount of water to be treated is passed over 
six silver electrodes or bars; as electricity pulses through 
the bars, the silver decomposes, sending silver ions into 
the water in heavy concentration. This saturated solution 
is then mixed with the rest of the water and acts to purify 
all of it. 

Scharf claims that the process gives 40 times greater 
bacterial kill than chlorine in swimming pools, and that 
it doesn’t have irritating effects. Because silver is toxic 
to human beings and animals in heavy concentrations, 
the municipal market may prove a little difficult to sell. 
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Scharf says, however, the concentration of silver in the 
water—a maximum of .02 to .03 parts of silver per million 
parts water—is not toxic to humans or animals. 

Although Scharf claims its application of the ion metal 
principle is the first in the U. S., similar applications have 
been developed in Germany and Switzerland. 


Shortage of Free-Lance Computer Experts 
May Be Eased; RCA to Train Outsiders 


Many companies that have their own computers would 
also like to have their own technicians around when 
something goes wrong; but up to now, almost all such 
technicians have been working for the computer-makers. 

At the end of this month, Radio Corp. of America 
will try something new that may relieve the scarcity—it 
will open its training courses in maintenance of RCA and 
non-RCA computers to outsiders. 

The first class of 30 trainees is already filled. It will run 
until next December, with the next course scheduled 
for early 1962. 

RCA’s motive in all this is rather simple: It hopes to 
hire some of the brighter graduates of its school—but only 
the ones who are unattached. 


Second Newcomer Joins Producers 
Of Lead Additives for Gasoline 


A few months ago, Houston Chemical Corp. an- 
nounced it was building a plant to produce tetraethyl 
lead and tetramethyl lead, which would make it the 
ccuntry’s third producer of these gasoline additives (the 
other two: Ethyl Corp. and du Pont). Last week, 
Stepan Chemical Co. of Northfield, Ill., announced that 
it is also getting into the TEL-TML business. 

Stepan has just entered a working agreement with 
Societa Lavorazioni Organiche Inorganizhe (SLOJ), an 
Italian company that has been producing anti-knock 
additives for the European market for 25 years. SLOI 
will furnish Stepan with design information and techni- 
cal data on manufacturing, and will train men to run 


the plant. 
e@ 8 e 


Production Briefs 


M&T Products of Canada, Ltd., will break ground for 
Canada’s first de-tinning plant in mid-February. The 
$]-million plant will go up at Hamilton, Ont., and, when 
completed, will remove tin from high-quality tin plate 
scrap produced in can-making operations. Completion is 
expected before yearend. 


A 227-ft., 600,000-Ib. processing vessel—considered the 
tallest ever installed in one piece—has just been put up 
at the new Houston plant of Sinclair-Koppers Chemical 
Co. The giant vessel is the first of eight that will make 
up Sinclair-Koppers’ main fractionation unit for the pro- 
duction of styrene. 
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THE TREND 





An Issue That Is Still Unfaced 


Pres. Kennedy’s State of the Union address to 
Congress this week was an eloquent, and at times 
deeply moving speech. Some of its passages—espe- 
cially the stirring appeal to all his fellow citizens to 
face the harsh realities of our times with “pride and 
perseverance”—roused the listener’s hopes that 
this would prove to be a great state paper. 

Perhaps it was this very eloquence that contrasted 
with the lack of bold, definite proposals for action 
and produced a final feeling of disappointment. 
For when the President had finished, it was hard 
to avoid the conclusion that he had relied too much 
on oratory after the time for oratory had passed. 
If the situation is as grim as the President described 
it—and there is every reason to believe that it is— 
then, it is time for specific, positive proposals. 

In the area of foreign policy, the necessity for a 
slow approach is understandable. The State of the 
Union address repeated much of what the new 
President had said in his inaugural, spelling out a 
bit more his determination to strengthen America’s 
defenses and simultaneously to prepare the U.S. 
position on arms control for negotiation with the 
Russians. With allies to be consulted and moun- 
tains of information to be evaluated, this probably 
is all that could be said so soon after taking office. 

But much of the speech concentrated on domestic 
economic problems. Pres. Kennedy painted the cur- 
rent recession and the over-all performance of the 
economy in recent years in very black colors. He 
made it plain that he was taking office “in the wake 
of seven months of recession, three and a half years 
of slack, seven years of diminished growth. . .” 

What does the President propose to do about this? 
Increase unemployment benefits, give more food to 
the families of the unemployed, seek to stimulate 
housing, raise the minimum wage, “redevelop” areas 
of chronic labor surplus, expand the services of the 
U.S. employment offices, “offer tax incentives for 
sound plant investment,” encourage price stability— 
and take “other steps.” 

Listed in this fashion, the various measures sound 
like a broad program. But neither individually nor 
collectively do they represent a real attack on the 
immediate problem of recession and the broader 
problem of slow growth. 

And on the really crucial question—the over-all 
set of expenditures and tax policy—the President’s 
message was peculiarly vague. 

“A new Administration,” he said, “must of neces- 
sity build on spending and revenue estimates already 
submitted. Within that framework, barring the de- 
velopment of urgent national defense needs or a 
worsening economy, it is my current intention to 
advocate a program of expenditures that, including 
revenues from a stimulation of the economy, will not 
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of and by themselves unbalance the earlier budget.” 

What this Delphic statement means is likely to 
remain a mystery for some time. Obviously, its 
somewhat twisted phrasing results from the conflict 
over fiscal policy now going on among the advisers 
to the new Administration. (page 13). Apparently, 
however, it means that the President has decided 
to take the Eisenhower budget as a starting point, 
add such expenditure programs as he judges neces- 
sary, and depend on these expenditures to stimulate © 
the economy enough to produce offsetting revenues 
that will bring the budget back into balance. 

The President apparently has decided—as did 
Eisenhower before him in 1957-58—to take the 
gamble that the economy will round the corner 
and make it uphill through a recovery without basic 
changes in fiscal policy. 


The Basic Problem 


Even if this gamble on short-run recovery pays 
off—and we certainly hope that it does—this will 
mean that the new Administration has delayed a 
real attack on the fundamental ailment of the na- 
tional economy: an overloading of tax burdens at 
present expenditure levels—and, in consequence, a 
weak economic growth performance in which the 
slow rise in revenues also acts as a major inhibitor 
on the rise of essential government expenditures. 

It is quite understandable that the new President 
has taken the cautious line he has. Clearly, he is 
hesitant, because of the posture of sacrifice to which’ 
he has summoned the nation, to propose tax reduc- 
tion. And tax reform, without tax reduction, is 
hard to get and of somewhat debatable potency. 

One must also sympathize with the inhibitions 
posed by the balance-of-payments situation and the 
need to forestall a gold crisis. Kennedy deserves 
high marks for re-emphasizing his determination to 
defend the dollar at its present value. He is right} 
in his assertion that the U.S. has gold stocks of 
$22-billion with which to do this—including our 
drawing rights at the International Monetary Fund § 
and gold held as backing for our currency. All of} 
this—without new legislation—is fully available to 
defend the dollar against speculation; and Kennedy 
is prepared to use it, if necessary. 

This is a commendable stand. It should be added 
that the most effective of all ways to deal with the 
gold drain would be a more determined attack on our 
national economic stagnation. Let us have, indeed, 
these expenditures that are essential to our national 
security. And let us have a tax structure appropriate 
to our national needs of both growth and stability. 
The President should attack the solution of his 
economic problems with the boldness and vigor with 
which he has described those problems. 
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